


Look! “Vhose Black Roc 
— Theyre Burning! 


How the discovery of a lonely pioneer 
launched a new industrial era 





NE cool night in the fall of 1792, a 
‘ pioneer adventurer by the name of 
| Neccho Allen built himself a smail camp- 
| fire and lay down beside it to sleep. In the 
"morning he was amazed to discover that 
"his fire was still burning, a deep red glow 
| in the heart of it—a fire from which ema- 
| nated an intense and unusual heat. 


| Allen investigated. He saw that he had 
built his fire the night before on certain 
“black rocks” which apparently had 
> caught fire themselves and were now burn- 
ing and glowing like huge, live jewels. 
| He was not the first to notice this phe- 
| nomenon. As early as 1180 an English 
' bishop had recorded the finding of “black 
_ rocks that burned.” But he was a progres- 
» sive, forward-thinking man, this Allen. 
| He realized that here was a force far too 
significant to waste on campfires. He drew 
| the attention of others to these remark- 
| able “black rocks” . . 
| And presently coal was playing a vital 
» part in the story of civilization! Men were 
| using the “black rocks” in furnace and 
"forge, making iron, making steel, making 
| power to move machines. The Industrial 
| Revolution was at hand, changing our 
' whole way of living. 
* ok * 


| As Neccho Allen saw and suspected the 
' tremendous Unseen Value of anthracite, 
so today thousands of car-owners are dis- 
| covering the meaning and the importance 
| of Unseen Value in motor cars. 
The Chrysler Corporation 
| has made America definitely 
aware of Unseen Value. It is not 
something you can see or feel. 
PIt is not a tangible thing like 
beauty, power or safety. Yet 
| Unseen Value is far more real 
and far more vital to the car- 
) Owner than the iron, rubber, 


steel, glass of which a car is made. 
Fundamentally, all cars are alike. They 
have wheels, axles, gears, motors, brakes. 
One car may be a coupe, another a sedan. 
One may have six cylinders and be painted 
blue, another may have eight cylinders 
and be painted green. It is only when you 
look beyond the assembling line and search 
for the impelling aims and ideals of the 
organization, that you see the Unseen 
Value of the car you are buying. 
Those who drive Chrysler-built cars 
know the pride and confidence that go 
with ownership of a Plymouth, Dodge, 
De Soto, Chrysler. For these four famous 


BEFORE BUYING A CAR 
—ASK YOURSELF THESE 
6 QUESTIONS 


1. Has it proper weight distribution? 
2. Has it genuine hydraulic brakes ? 
3. Is it economical to run? 
4. Has it floating power? 

5. Has it safety-steel body? 

6. Does it drive easily? 
ER 


ONLY CHRYSLER-BUILT 














CARS HAVE ALL SIX 








Chrysler Marine and Industrial Engines «+ 


cars possess Unseen Value to an excep- 
tional degree. 


The Unseen Value 
of Chrysler-built Cars 


It always has been the ideal of the Chrysler 
Corporation to improve cars in every pos- 
sible way, and to keep improving them. Its 
policy has been to put into its cars, not 
merely the best materials, but also the 
inspiration and genius of the men with 
whom Walter P. Chrysler and his asso- 
ciates have surrounded themselves. 

Today, because of devotion to this ideal, 
about every fourth car sold is a Chrysler- 
built car. People have been quick to rec- 
ognize the Unseen Value of the Plymouth, 
Dodge, De Soto, Chrysler—the Unseen 
Value of Dodge Trucks and other Chrysler 
products. Of all American motor manu- 
facturers, Chrysler Corporation alone ex- 
ceeded in 1935 its rate of production for 
the boom year of 1929. 

Consider Unseen Value when you buy 
a car. Consider the exceptional Unseen 
Value of the famous cars and trucks built 
by Chrysler. 
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WITH THE EDITORS 














We have often wondered whence 
came the remarkable charge—constant- 
ly voiced by critics of our capitalist sys- 
tem—that “2 per cent of the people 
own 90 per cent of the wealth.” Some- 
times it varies a bit. The orator may 
generously concede that 5 per cent of 
the people own 90 per cent of the 
wealth. 

George E. Roberts, economist of the 
National City Bank, has traced this 
myth back to early days when probate 
records in Massachusetts were used to 
support the deduction that the top 2 
per cent of the population possessed 50 
to 60 per cent of all wealth, the next 
18 per cent of well-to-do people had 30 
per cent of the wealth, while the re- 
maining 80 per cent had 10 to 20 per 
cent of the wealth. 

That’s a pretty feeble basis for such 
a robust myth! Let us look at the 


Government’s survey of the national 
wealth made in 1926. Out of the esti- 
mated total of 353 billions, real estate 
and streets, highways, etc., accounted 
for 198 billions. That is not concen- 
trated among a wealthy few. Farm 
equipment and livestock totalled 8.4 
billions; automobiles, 4.5 billions; furni- 
ture and personal effects 40 billions; 
agricultural products 5.4 billions. Own- 
ership of these classes of wealth is, ob- 
viously, widely diffused. Next came 
manufactured goods totalling 28 bil- 
lions in value, title to which lay with 
thousands of producers, jobbers, dealers 
and merchants, large and small. This 
leaves 15.7 billions for manufacturing 
machinery and equipment or less than 
5 per cent of the total wealth. Finally, 
there was 41 billions in railroads, utili- 
ties and other service enterprises or less 
than 12 per cent of the total. 








Origin of a Myth 


Unfortunately, it is not sufficiently 
realized while this wealth debate rages 
that the vital thing to the nation is the 
wealth flowing into current consump- 
tion in the form of goods and services. 
That is what our living standard rests 
on. Only a small fraction of accumu- 
lated wealth is in a form that can be 
consumed and it would not carry us a 
year. We can’t get indignant over the 
fact that the title to the Ford Motor 
Company lies with Henry Ford. His 
factories as such are worth nothing to 
us, but as long as he employs them to 
produce good automobiles for us at low 
cost we are sharing his wealth. So far 
as distribution of the national income is 
concerned, the percentages of the dif- 
ferent major classes have been virtually 
constant since 1929, with 65 per cent 
regularly being paid in wages and 
salaries. 





Part I 


Part II 


Part III 


Issue of August 1 


Issue of August 15 


Issue of August 30 


Begins in the Next Issue 


The Mid-Year Dividend Forecast 


Investment Standing, Industrial Outlook Earnings Prospect, 
Dividend Forecast for Leading Companies 


Steel, Metals, Equipments, Railroads, 


Liquors, Amusements 


Motors and Accessories, 


Tires, Foods, Chemicals, 
Tobacco, Public Utilities 


Oils, Aviation, Building, 
Chain and Department Stores, 


Mail Order and Miscellaneous 
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Reduced week-day rates for, telephone 
calls to Europe, South America, Central 
America, Hawaii, Philippine Islands and 
the Caribbean Islands are now in effect. 
There are also new Sunday rates to these 
same countries. 

This is the third reduction in Over- 
seas telephone rates since 1927—and ser- 
vice has been constantly improved. The 
cost of a three-minute telephone call 
from New York to London or Paris, for 
example, is now only $21 during week- 
days and $15 at night or on Sunday. (See 
the rate table at the right.) 


OVERSEAS TELEPHONE 
RATES REDUCED 


NEW OVERSEAS RATES 














Previous New New 
NEW YORK to Week-day | Week-day | Sunday 
Rate Rate Rate 
London $30 $21 $15 
Paris 30 21 15 
Buenos Aires 30 21 15 
Rio de Janeiro 30 21 15 
Berlin 33 24 18 
Honolulu 30 24 19.50 
Manila 39 30 24 
Panama City 21 12 9 
San Juan, Puerto Rico 18 12 9 
Guatemala 21 12 9 
Bogota, Colombia 24 15 10.50 





@ Night rates (5 P.M. to 5 
A.M.)are also in effect to 
European points and are the 
same as the Sunday rates. 
Just call Long Distance and 
ask for the Overseas operator. 








@ Above rates effective from 
most cities on the Atlantic 
seaboard. Rates from other 
points in the United States 
vary according to the dis- 
tance involved. 








The new Overseas telephone rates 
bring offices abroad closer to head- 
quarters—make it still easier to deal 
directly, personally, with foreign 
representatives or customers. 
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The Trend of Events 


We Don’t Want Any 
Kind of Monopoly 


JOHN L. LEWIS is an 
able and courageous man 
whose objective is to gain 
for himself more power than any labor leader ever be- 
fore had in this country. That is why the fight between 
the American Federation of Labor and Mr. Lewis on 
the issue of industrial versus craft unionization and the 
present effort of Mr. Lewis to impose the closed shop 
on the steel industry are of great political, business and 
social significance. 

Assuming Mr. Lewis wins—-which he may or may 
not do—let us look ahead a bit. Monopoly, whether in 
an industrial or a labor organization, always and inev- 
itably comes into conflict with public interest. In nor- 
mal times there should be, roughly, 50,000,000 persons 
gainfully occupied in this country. Their economic 
status, their social philosophy and their way of life 
present such diversities that Mr. Lewis can never hope 
to bring more than a relatively small minority of them 
into industrial unionism. Moreover, millions of voters 
—housewives, for example—are not classed as gainfully 
occupied. Again, the millions of farmers have little 
in common with the Lewis movement, despite the prat- 
tle of our Communists about a “Farmer-Labor”’ party. 

So what happens? The labor monopoly or the indus- 
trial monopoly or both working together will fix pro- 


duction, wages and prices—and the great majority of 
us will be expected to pay the bill. We will pay it for 
a time, then we will rebel and we will impose the 
restrictions and restraints of public regulation both on 
the labor monopoly and the industrial monopoly. We 
saw this happen in England when organized labor let 
power go to its head. It will happen here. 

The philosophy of John L. Lewis was shown plainly 
in the Guffey Law, designed to set up a price-fixing 
monopoly jointly administered by the bituminous coal 
mine owners and the workers. Such a set-up in the 
long run can benefit neither labor, nor industry, nor the 
public. Mr. Lewis’ United Mine Workers organization 
has long been the biggest industrial union in the country. 
It has solved neither the economic problem of the coal 
miners nor that of the mine owners. Why? Simply be- 
cause what the mine owners can pay in wages depends 
upon what they can get from the public for their prod- 
uct and that, in turn, depends upon the price of coal and 
its relation to the prices of other fuels. Similar limits 
apply to steel, to rubber tires, to automobiles and other 
industries Mr. Lewis would like to “organize.” In the 
effort he will promise his disciples the world—but 
neither he nor anyone else can make good the promise. 
The American people don’t want, and will not long 
stand for, any kind of monopoly. 





























Theodore M. Knappea, 


Laurence Stern 
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Speak Out, THE issue, says President Roose- Quite likely the statistics are accurate, but the debate TI 
Mr. President! —_velt, is between the rights of “the —_ will go on. It is a debate born of emotion and human H 
common man” and the special envy, even as was the undying myth that “2 per cent 
privilege of “the economic royalists.” We doubt it— of the people own 90 per cent of the wealth.” You - 
but if there is reality behind this sweeping assertion can refute reason but not emotion. = 
the country is entitled to know it. If Mr. Roosevelt is th 
not to invite suspicion that he has trumped up a mean- 4 
ingless issue merely because it appears to suit the re- 6 
quirements of rabble-rousing political oratory, let him The War Becomes PRESIDENT ROOSEVELT je 
call out some names. Boresome speaks of the present politi- - 
Who are these “economic royalists”? Presumably cal campaign as a “war” in a 
the President must know the identity of some of them. which he is “enlisted for the duration.” His speeches WI 
Is every person possessing wealth an “economic royal- abound in fighting, crusading words. Can it be that th 
ist’? Or does the President apply the term only to those § Mr. Roosevelt, erstwhile master in sensing the pulse ye 
who, in his opinion, have wrongfully come into posses- of public opinion, is for once a bit out of touch? One ri 
sion of wealth or who, also in his opinion, use their of his former close friends and respected advisers— ; 
wealth in anti-social ways? Raymond A. Moley—evidently thinks so. ; 
Is his friend Vincent Astor, whose fortune came Mr. Moley says publicly—and obviously in friendly _ 
chiefly from the increment of land values in New York — warning to his former boss—that the people “have be- = 
City, an “economic royalist”? Is his friend Joseph P. come a little confused, a little frightened, a little fed i 
Kennedy, millionaire financier, an “economic royalist’? up with talk about ‘mass urgings and surgings,’ with i 
Would he apply the term to Bernard M. Baruch, pos- —_ accusations, investigations, scolding, reformation.” Hu- A 
sessor of a stock market fortune, with whom he has __ man nature, he adds, is beginning “to refuse to stay on s 
more than once advised on matters of public policy? the crusading plane, just as it did many times in the - 
Would he apply it to Owen D. Young, rich industri' past from Cromwell to Wilson.” Indeed, he warns, 
alist, with whom he also frequently consults? Does his the people in their yearning for “moderation” and nor- N 
accusation apply to John D. Rockefeller, Jr., whose life malcy may become so weary of the New Deal “war” th 
work is the effective philanthropic use of the vast for- that they will rush to extreme reaction. - 
tune his father made? Does it apply to Henry Ford, to About a rush to reaction we have our doubts. As to “ 
Walter P. Chrysler, to the du Ponts, to Ernest Wier | a yearning for moderation and a great weariness with h; 
and to hundreds of other able men who have made overzealous political crusading, we check with Mr. % 
legitimate fortunes by creating products that the people = Moley. 
desire at prices that the people can afford to pay? a 
If not to such as these, then toward whom does Mr. 2 
Roosevelt level his fire? The voters have a right to 
know. If the President can not or will not tell them, Passengers Return ON the evidence so far this 
his accusation—tarnishing alike the great majority of | To the Rails year it appears probable that , 
honest business men along with the small minority of the railroads for 1936 will : 
the dishonest—will fall flat. It is an accusation of a carry at least 575,000,000 passengers, as compared ‘ 
man himself born to wealth, owner of a home in a rich with 433,000,000 in 1933 and 862,000,000 in the so- 
section of New York City, of part of the ancestral called normal year 1926. Thus rail passenger trafic Y 
estate at Hyde Park, of a camp in Maine, and of a ‘may be said to be approximately 67 per cent of normal, | 
home and large farm in Georgia. against 50 per cent of normal three years ago. : . 
Speak out, Mr. President! Business recovery, reduced fares, increased speed and b 
greater comfort—including the boon of air-conditioned = 
cars—have all played a part in returning passengers 
to the rails. Yet one has only to observe the highways, 
Emotion Versus IT is no doubt ingrained in hu- __ the bus terminals and the airports to realize that total 
Reason man nature that discontent with travel at present is far closer to normal than is travel R 
one’s own economic status is by rail. B 
always sharpest when that status is compared with the Hence the rails have only started the uphill battle 
more fortunate lot of somebody else. This is a matter | but the chances are that drastically lower fares and C 
of emotion and not of reason. It explains why there radically improved service will work wonders during 0 
has been much grumbling among stockholders over the the next several years. The opportunity is great for, \ 
amount of remuneration paid to corporate executives. as railroad engineers have pointed out, rail passenger Mm 
A study of the salaries and bonuses of officers of 694 business would be more than doubled if the roads suc- ¥ 
companies in twenty-five major industries made by the ceeded in taking away only 10 per cent of the inter- t 
National Association of Manufacturers shows that such city trafic now using buses and private automobiles. h 
remuneration represented 3 per cent of the total pay- In contrast only some 15 per cent of normal freight : 
roll, six-tenths of 1 per cent of the volume of sales and trafic has been lost to other transport and recapture d 
13 cents per share on the common stocks of these cor- of even half of it would not vitally change the position 
porations. In contrast, it was found that taxes paid of the railroads. Their job is to beat the automobile ‘i 
amounted to 34 per cent of total wages and salaries. in comfort and cheapness. It can be done. f 
BUSINESS, FINANCIAL and INVESTMENT COUNSELORS SS 
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LISTENING to Secretary of the 
Treasury Morgenthau explain the 
financial position of the Govern- 
ment at the start of the new fiscal year, the radio audi- 
ence might well have got the idea 
that having a huge Federal deficit 
isa swell thing. Disregarding debt 
retirement, which is a bookkeeping 
joke as long as it is done through 
new borrowing, and leaving out of 
consideration the veterans’ bonus, 
which presumably is non-recurring, 
the actual deficit for the past fiscal 
year was $2,637,109,000 or a de- 
crease of $364,690,000 from the 
deficit of the preceding year. 

This would be mildly encourag- 
ing—until one observed that as an 
automatic result of business recov- 
ery the Federal revenues for the 
year were up $315,489,000, despite 
loss of $444,730,000 in the former 
A A A processing tax yield. In 
other words, despite a great eco- 
nomic recovery and a considerable 
increase In private employment, the 
New Deal continues to spend in 
the style to which it has become 
accustomed. 

Make no mistake about it. We 
have started something that is go- 
ing to be very hard to stop. The 
people and their local divisions of 
government have been encouraged 
—nay, invited—to run to Wash- 
ington for help on every conceiv- 
able plea of emergency. Everyone 
knows that if we were paying these 
extraordinary costs out of current 
taxation, the bill in one way or an- 
other would be drastically reduced. 
Yet the time is surely coming when it will have to be 
paid in precisely this painful fashion—paid by all of 
us, including the present apparent beneficiaries of our 
benevolent Government. There is only one other way 
—inflation and repudiation, even more painful. 


The Spending 
Habit 


Bank of England 


AGGRESSIVE acquisition otf 
Buys Gold 


gold on the part of the Bank 
of England has brought the 
Old Lady’s holdings of the metal to almost £226,000,- 
000—figured at the old price—a new high record. 
Various interpretations have been placed upon the de- 
velopment; it has been said that it brought England 
that much nearer the resumption of gold payments, 
that it constituted an official denial of recent statements 
by British economists that their country would never 
return to the gold standard as it was practised in bygone 
days. . 
Then there is the simpler explanation that the Bank 
of England's acquisition of gold has merely con- 
formed to legal requirements. Except in an emergency, 





the Bank is forbidden to issue more than so much cur- 

rency unless it be backed by gold. Business, however, 

has expanded greatly and this, coupled with the hoard- 

ing of British banknotes by the French who wish to 
keep their holdings of foreign ex- 
change secret, has mightily in- 
creased the demand for currency. 
Hence, it is said, the Bank of Eng- 
land has been forced to acquire 
gold and the mere fact that it is 
unable to pay more than the old 
price for the metal has not pre- 
vented it from obtaining a large 
amount through a special under- 
standing with the Exchange Equal- 
ization Fund. 

To the United States, the larg- 
est holder of gold in the world, the 
fact that official Britain still thinks 
enough of the metal to continue em- 
ploying it as a currency reserve is 
a matter of some reassurance. As- 
suming that our present monetary 
authorities down in Washington 
are capable of worrying about it 
at all—and some of the things we 
have done in connection with gold 
and silver make one doubt it— 
there is a growing opinion that gold 
has seen its day as a currency re- 
serve. 

Countries have found that they 
can get along indefinitely with- 
out the gold standard. What this 
country will inevitably lose on its 
stock of silver would be noth- 
ing to what it would lose if gold 
were generally abandoned. The 

_ Bank of England’s action indi- 
cates fortunately that this is still 
remote, but if we want the world 

back on gold, let us not delay until the rest of the world 
has forgotten what it means. 


FOR some time strangely little 
has been heard about the Gov- 
ernment’s silver buying pro- 
gram, that panacea that was going to “raise the buying 
power of the Orient,” “cheapen the value of gold” and 
“pave the way for world stabilization of currencies.” 
In the recently adopted Democratic platform there 
is nothing about silver. The President has not publicly 
referred to it for a long time. The Secretary of the 
Treasury in stating recently that the dollar was stabil- 
ized “de facto” obviously meant stabilized in terms of 
gold, for in terms of silver the dollar is still erratic. 
Apparently silver has lost much of its political popu- 
larity. Can it be that after the Government has bought 
hundreds of millions of dollars worth of this not par- 
ticularly precious metal the whole scheme will be quietly 
dropped some time after the national election? We 
would not be surprised. Monday, July 13, 1936. 


All Quiet on 
The Silver Front 
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What's Ahead for the Market? 


By A. T. MiLcer 


W HAT the stock market is doing right now de- 
pends entirely on what stocks one is watching. Measure 
it by the popular Dow-Jones average of thirty leading 
industrial stocks and it would appear at this writing 
to be approximately 15 points above the low point of 
intermediate reaction reached late in April and only 
some 3 points under the absolute bull market high 
reached on April 6. This, and the manner in which 
the same average has resisted recession 
during the past fortnight in the face 
of considerable bad news, would seem 
to be decidedly encouraging. 

But if we measure by our own com- 
bined index of 295 stocks—certainly a 
more reliable reflection of the general 
trend—we find that the market is only 
5 points above the year’s low and 10 
points below the year’s high; and 
there is nothing in this performance 
to get excited about. It represents a 
rather feeble recovery, yet it is at least 
a negatively favorable technical indi- 
cation that this slow and very selective 
phase has now lasted about ten weeks. 
If the causes of the April sell-off were 
still operative it should have been extended before 
now. Hence our previous belief that bottom for the 
market, as measured by our own broad index, has 
been seen appears to be confirmed. On the other 
hand it is certainly open to question whether we are 
to see a new phase of major and general advance in 
the present setting. We are inclined to expect that the 
more logical outcome will be maintenance of a hori- 
zontal drift or at least a trading range defined by the 
April highs and lows, unless and until dynamic fresh 
stimulation is provided by business or other develop- 
ments not now visible. 

Within the present relatively flat movement of our 
average we are, in fact, having a variety of different 
markets. The public utility stocks, for example, have 
reached a new high for the year and the same is true 
of the Dow-Jones utility average. Since speculation 
generally, and public speculation particularly, is at a 
low ebb, the presumption must be that this movement 
has reflected a good grade of buying, whether for 
investment or speculative account. It is based on the 
fact that electric utility gross revenues and profits 
have been and are showing substantial gains, and on 
the further fact that the general run of dividend pay- 
ing utility equities still yield a considerably more at- 
tractive return than can be found in most industrials 
or rails. With both Congress and the Supreme Court 
recessed for some time to come, the utilities face an 
extended political breathing spell. Meanwhile in 
vestment and speculative buyers are free to hope that 
on the one hand the election may resolve some of the 





longer threats overhanging the head of this industry, 
and that on the other hand, whichever way the elec- 
tion goes, the Supreme Court may throw out the 
utility holding company law early next year. 

In addition to the utilities, the dairy products and 
finance company groups have made new highs for the 
year; and relatively good support is being accorded 
the motor, glass container, department store, mail 
order, variety store, sugar and tire 
groups. In contrast, agricultural 
equipments have recently made a new 
low on the drought news, though this 
action must be judged with regard for 
previous large advance. New lows 
for the year likewise have been made 
by the business equipment, drug, food 
brand, sulphur and food chain groups. 

Strong advance in the gilt-edged 
Norfolk & Western and in Chesa- 
peake & Ohio—the latter on expecta- 
tions of a larger dividend—plus specu- 
lative stirring in the long dormant 
Alleghany issues have carried the 
Dow-Jones rail average close to the 
year’s high; but other rails have yet 
to show a convincing resumption of the advance, our 
own average of twenty-four such issues being well 
under the previous high, although it should be noted 
that decline in the northwestern rail stocks, which 
have been adversely affected by the drought, has 
tended somewhat to impair the validity even of this 
average for the present. 

On the whole, as the diverse movements briefly 
sketched above strikingly illustrate, this remains a 
market of stocks, and not a stock market subject to 
any general trend. It likewise remains painfully thin, 
so that selling by a handful of even medium-sized in- 
vestors or traders for any reason can and will at any 
time cause disproportionate reaction in all save a 
limited number of the most active issues. 

Hence, it need hardly be reiterated that we believe 
a conservative and selective short-term trading policy 
is called for, even though we regard the possibility 
of a general extension of the April decline as exceed- 
ingly remote. Since no change is in sight to reverse 
the major cyclical recovery in economic activity or to 
halt the Government’s deficit financing and its conse- 
quent inflation of bank deposits, there is, of course, no 
deviation indicated in a bullish long range investment 
attitude toward sound equities. 

Quite naturally, attention at the moment centers on 
the drought, the possible adverse effects it may have 
on general business activity during the rest of the 
year and, specifically, its effects on farm equipment, 
automobile, mail order and store business and railroad 
freight volume in the areas worst affected. 
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With renewed rally in progress, 


the market’s action is encour- 


aging. Its selectivity and thinness call for a conservative specula- 


tive policy, though danger of general and serious reaction is 


remote. There is no change in our long range investment position. 


An old Wall Street saying is, “Never sell stocks on 
strike news.” This may not be as valid in the future 
as it has been in the past, s‘ace the present labor move 
in steel and automobiles seems to have more effective 
leadership than ever in the past. But on the record 
of the disastrous 1934 drought, we are inclined to be- 
lieve this maxim may be paraphrased into this: “Never 
sell stocks on drought news.” 

It is a fact that sensational newspaper headlines 
almost invariably tend to exaggerate the actual damage 
resulting from drought. One would get the impres- 
sion that the whole country has been burned to a crisp. 
Actually the present drought is not yet as widespread 
as was that in 1934. Whether it will become worse is 
anyone’s guess, but in making conjectures as to its 
probable economic consequences it is pertinent to look 
back to 1934 and see what really happened. In the 
main 1934 drought areas—the Kansas City, Minne- 
apolis and Dallas Federal Reserve districts—there was 
a sharp rise in cash farm income during the worst of 
the drought, which was caused by abnormally large 
marketing of cattle disposed of because of lack of feed. 
This spurt was followed by a decline, but the net effect 
was merely to flatten out for a time the general rise in 
farm income which began early in 1933 and which has 
continued, though at a reduced pace, up until recently. 

Again, there was a slight decline for two months 
in automobile registrations in the Minneapolis Federal 


Reserve district during the worst of the drought, fol- 
lowed by renewed advance; and in the Dallas and 
Kansas City Reserve districts the effect was merely a 
levelling off of the rise in motor demand during the 
second half of 1934, followed by renewed recovery 
early in 1935. 

The story was much the same for mail order sales in 
the drought areas; that is, a flattening out of the rise 
during the second half of the year, followed by re- 
newal of vigorous advance. 

As for the aggregate business of the country in that 
drought period, drought had far less influence on the 
course of the business index than did the abrupt re- 
lapse in steel operations which followed abnormal 
inventory accumulation in advance of an announced 
boost in steel prices. Similarly the near-term outlook 
for business at present is more affected by inventory 
accumulation in steel during June due to a price factor 
and fears of coming labor troubles than it is by the 
drought. The depth and duration of the expected 
steel recession and that in the motor industry as new- 
model time approaches will largely tell the story of 
business activity in coming weeks. 

Yet one certain result of drought will be to raise 
food prices and that by no possible reasoning can be 
construed as a favorable development. It is likely to 
aggravate labor disturbances and may quite likely have 
some political repercussions. 
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appening in Washington 


By E. K. T. 





Washington Sees— 
Political uncertainty holding back some juicy 
orders in heavy industries. 


No serious business threat in the drought but 
marked political repercussions. 


Dole allowances approach productive wages. 
Big strikes not immediate. 
Reciprocal trade policy showing its teeth. 


Department of Justice pushing anti-trust in- 
vestigation. 


Government Contract Act sustaining life in 
NRA principle. 


Federal Trade Commission going easy in 
enforcement of muddled enforcing price 
discrimination act. 





Political uncertainty is recognized as exerting a defi- 
nite restraining influence in some divisions of business. 
Gratifying as the present volume is to administration leaders, 
it is realized that it would be even better, despite the sum- 
mer season, if many orders for durable goods were not being 
held back. There is a growing need for heavy machinery 
and other manufacturing equipment but orders are currently 
restricted to immediate necessities. 

A tremendous backlog is thus building up for the last 
two months of the year—if it does not break out sooner when 
the result of the election becomes more confidently antici- 
pated. A Landon victory would precipitate a great out- 
pouring of new business at once. If the President is re- 
turned to office some small delay may result but new business 
will materialize soon after the uncertainty is relieved. 
Machine tool, foundry and electrical equipment makers 
will be moved to new heights of activity. 


Drought in the northern plains states, even though it is 
somewhat relieved, works both for and against the New 
Deal. It is politically helpful to remind the public that the 
various federal relief agencies have equipped the Government 


with a mechanism for prompt and probably reasonably efh- 


cient handling of the crisis—and with abundant funds. On 
the other hand the drought painfully stirs the public memory 
(furbished by increasing food costs) of the deliberate de- 
structions and curtailment of crops in 1933-34-35. Some 
extra-pious people look upon this year’s drought as a di- 
vine penalty for waste of wealth. 

On balance, however, political result will be to double- 
rivet Minnesota, the Dakotas and Montana to the Roosevelt 
column. 

Business effect of the drought will not be serious in a 
national sense, unless it extends to the corn belt. WPA and 
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Resettlement Administration funds will considerably offset 


the loss of farm income in the blighted areas. 

Ultimate political and fiscal effect will be in the direction 
of centralization. Already there is clamor for the Federal 
Government to assume the task of reconstruction of the 
affected regions on the theory that the drought is more than 
cyclical—that it represents a man-made change in climate 
which can only be corrected by a gigantic reclamation 
scheme planned and directed by the Federal Government— 
a work of decades and billions, involving also tremendous 
resettlement problems. 


Labor: First shots have been fired in the “war” between 
John L. Lewis, president of the Mine Workers’ Union and 
leader of the industrial organization unions of the American 
Federation of Labor, and the steel industry. At the same 
time war impends between the old line craft unions and the 
Lewis group. Administration leaders are, of course, against 
the steel proprietors, and side with Lewis against Green. 
But they want the steel battle postponed at any cost until 
after election. They have the organized labor vote in their 
pocket now and a bitter industrial conflict would probably 
lose some votes there and many in the national community 
as a whole. 

Charges are made that the Steel Institute has deliberately 
decided to precipitate the crisis of the struggle with Lewis 
during the Presidential campaign on the theory that the 
irrepressible conflict had better be fought while the fighting 
may contribute to the overthrow of a Government that is 
emphatically pro-labor than after it has (possibly) been 
given another lease of power. 

If the crisis comes, however, the weight of Federal and 
state governments will be thrown on the side of labor. Note 
that a law passed at the last session of Congress makes it the 
duty of the Department of Justice to protect labor pickets. 
Nothing is said about protecting the workers who are 
picketed. 

Chances are that while organization campaign in steel, 
automobiles and rubber will be vigorously pushed, hostilities 
will be delayed until after election, although temptation is 
great to get a showdown while pro-labor governments are 
in power at Washington and state capitals. Immediately 
after election pro-labor governments will still be in power 
for several months, in any event, and a critical situation can 
be created for Landon, should he win. 


New law prohibiting interstate transportation of strike- 
breakers may get early test. Labor has great faith in law but 
Department of Justice is inclined to feel it applies only to 
men engaged to break up picketing and will not prevent im- 
portation of workers to take strikers’ places in factories. 


Problem of unemployment was formerly largely a 
family and local matter. It has now become almost entirely 
a public affair. Old-time reluctance to be listed as jobless 
has now become eagerness to be so listed. There is more 
competition for formal unemployment than there is for em- 
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ployment. No matter what the real facts may be the count 
of the unemployed will always be larger absolutely and 
relatively than in the past. 

Latest policy of Works Progress Administration provides 
same rate of pay for economically idle as for being pro- 
ductive. WPA reliefers now get the going local wages for 
doing dole work. Next step will be to establish the rule that 
straight dole benefits must be equivalent to local wage 
remuneration. 


Supreme Court may be considering constitutionality of 
Wagner labor relations law by the time the big strikes are 
called. Lower courts are finding no Federal jurisdiction over 
relationship between employer and employees in manufac- 
turing industry. Several appeals now on way to high bench. 
Labor attorneys justify the act on the ground that years ago 
Supreme Court declared activities of unions in coal and 
other strikes constituted interference with interstate com- 
merce, giving Federal Government jurisdiction. They argue 
that federal machinery for collective bargaining is constitu- 
tional in that it keeps commerce moving. 

A group of nation-wide strikes paralyzing industry might 
bring this argument home to Supreme Court better than 
lengthy briefs—or might scare the Court into upholding 
the law. Such may be the strategy of the Lewis-led group 
of militant labor leaders. 


Constitutionality of Securities Exchange Act may 
reach Supreme Court this fall and on relatively minor pro- 
vision. Twenty-five suits in Federal circuit court seek to 
enjoin SEC from disclosing confidential data as violation 
of search and seizure guarantee, but all attack constitutional- 
ity of entire law. Last spring Supreme Court dodged con- 
stitutional question in deciding J. Edward Jones’ right to 
withdraw an offering. 


Putting Australia on the special trade agreement 
policy’s blacklist creates an anomalous situation. It penalizes 
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a country which buys from us three times as much as it 


sells to us. Reprisals will probably follow. However, it 
gave the President a welcome opportunity to demonstrate 
that his trade agreement policy is not entirely toothless. 
Australian contention was that a truly reciprocal trade 
agreement meant expansion of exports to us and reduction 
of imports. Secretary Hull holds that restoration of inter- 
national trade cannot be based on a balance of exports and 
imports in the case of any one nation. 


Anti-trust activities by Department of Justice will 
increase during fall. Goaded by Republican charges of 
monopoly (now echoed by Roosevelt and Democratic plat- 
form), old line D. of J. lawyers have secured approval of 
several investigations. 

Until recently, New Dealers in the Department, backed 
by the White House, have followed Felix Frankfurter 
philosophy of not enforcing anti-trust laws in belief that 
“little man” in business will demand something stronger in 
way of government regulation (such as revival of NRA). 
Now that “economic royalists” have become an issue this 
attitude has been side-tracked. Democratic platform prom- 
ises both criminal and civil enforcement of anti-trust laws. 
Performance: criminal suit in oil industry now before Madi- 
son, Wis., grand jury; civil action in preparation by Attor- 
ney General re collusive bidding in steel industry. 


Growing movement among business firms to dramatize 
high cost of government by telling customers what percent- 
age of the price represents taxes presages increased citizen 
interest in economy. Federal spending will be one of big- 
gest issues in election campaign. 


Amateur detectives, disgruntled employees, and busi- 
ness rivals get chance to stir up trouble by Internal Rev- 
enue Bureau's offer of reward of 10 per cent of recovery for 
information on evasion or violation of Federal revenue laws. 

(Please turn to page 443) 
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wo Industries Dominate 


the Business Outlook 


An Appraisal of the Summer and Early 
Fall Trend with Consideration to the 
Labor Problem and the Drought Effects 


By Joun D. C. WeELpon 


Berore the end of this month recession in aggregate 
business activity will be under way. The reaction will 
establish a bottom some time in August, but at a higher level 
than the third-quarter low point of last year. During Sep- 
tember the trend will turn upward again. 

Some of these are bold predictions. Moreover, they re- 
verse the traditional analytical method of starting with a 
host of qualifications and thence working up to a set of con- 
clusions or assumptions. Our conclusion in this instance 
having been stated, we are free to consider the reasoning 
involved, the factors taken into consideration and the possi- 
bilities of error, which are always considerable in the field 
of business forecast. 

As a practical matter, what happens in the automobile 
and steel industries in coming weeks will determine the 
depth and duration of the summer business recession more 
than all other factors combined. These two industrial giants 
not only have heavy statistical weights in most business in- 
dexes but in fact account for an enormous 


come at about the same time or will they be staggered? 

Given wholly accurate answers to these two sets of ques- 
tions, the analyst could forecast with a high degree of cer- 
tainty the scope and duration of recession in steel and auto- 
mobiles in coming weeks and, hence, arrive at a fairly close 
approximation of the general industrial and business trend. 

Since clairvoyance is given to no analyst, however, we 
shall have to make various assumptions. Moreover, however 
vitally developments in steel and motors affect the general 
business trend, they are not the whole story of the third 
quarter business outlook. A largely incalculable factor of 
uncertainty has been injected into the picture by renewed 
severe drought in western farm areas. Finally, there is the 
question of how much longer the soldiers’ bonus payments 
will continue to stimulate trade. 

Taking the status of the steel industry first, it is a safe 
assumption that at least one-third, even possibly one-half, 
of the business booked in June represented inventory ac- 
cumulation dictated by the factor of higher 
third quarter prices on many steel products. 





and basic part of all business volume. 

As to the early outlook in steel, these 
questions present themselves: How much of 
the recent active volume has been due to 
forward buying brought in by anticipation 
of higher prices which took effect July 1? 
How much of it represented and is still rep- 
resenting the accumulation of inventories of 
steel because of fears of labor difficulties in 
the industry and a possible stoppage of pro- 
duction by a major strike or strikes? How 
much of it has the solid foundation of de- 
mand reflecting current consumption needs? 

As to the early motor outlook, there are 
these questions: Does the remarkably sus- 
tained retail demand reflect an underlying 
and continuing improvement in public pur- 
chasing power? Or has demand been bal- 
looned by the large circulation of cash pro- 
vided by a benevolent Government, notably 
in the soldiers’ bonus? How soon will fac- 
tory shut-downs begin in the industry’s 
change-over to the 1937 models? How long 
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16,401,000 tons 


16,043,000 tons 


21,800,000 tons 


STEEL INGOT 
PRODUCTION 


FIRST SIX MONTHS OF EACH YEAR 
(JUNE 1936 EST.) 


In the summer of 1934 a similar develop- 
ment was followed promptly by a very 
abrupt and severe relapse in steel production. 
For several reasons, however, this sequence 
can not be expected to happen at present. 

For one thing, due to gradual improve- 
ment in railroad buying of steel and revival 
in other previously depressed markets, to- 
gether with sustained high demand for tin 
plate and other steels going into consumer 
products, the volume of business reflecting 
current consumption occupied a much larger 
proportion of the industry's available capac’ 
ity in June than was true in any previous 
June since the basic upturn began. This 
meant that orders superimposed in June as 
a result of coming higher prices simply 
could not be filled by the first of July. 
Hence the industry’s operations have ex- 
tended into the present month at an un- 
usually high level to fill orders placed in 
June at second quarter prices. Such a level- 








will those shut-downs last? Will they all 
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ing out of what would have otherwise been 
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a sharp relapse is advantageous to the 
steel manufacturers because sharp gyra- 
tions in production upset cost relation- 
ships. 

Again, it is to be doubted that steel 
business placed in June took full account 
of the increasingly alarming steel labor 
developments. The issue was brought 
to a public show-down only recently by 
joint action of the industry in stating 
through the American Iron & Steel In- 
stitute that it will throw its whole 
power into a fight against the closed 
shop principle. The effect of this no 
doubt will be to encourage some further 






2,176,347 


2,334,429 


planned and time needed for change- 
over, it appears a safe assumption that 
the shut-downs will be staggered to 
some extent, thus tending to soften the 








relapse. Motor production, however, 
will be a cumulatively waning business 
factor during August and possibly into 
September. 

Even approximate measure of the 
effects of the bonus distribution has 
proved somewhat baffling. When the 
ex-service men were granted loans up 
to 50 per cent of the face value of the 
certificates in 1931 it was argued that 
the general deflation so completely nulli- 









accumulation of inventories even at the 
new higher prices on most steel prod- 
ucts. 





2,565,442 


fied the resulting trade stimulation as to 
make it invisible. The reverse appears 
to be almost equally true at present. 
That is, the volume of trade was rising 











Moreover, the machinery industry, 
tin container makers and many other 
consumption goods lines using steel are 
continuing to operate at a satisfactory 
level, which means a backlog of support 
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AUTOMOBILE PRODUCTION 
U.S. AND CANADA FOR FIRST SIX MONTHS 
OF EACH YEAR (JUNE 1936 EST.) 


before the bonus cash began to flow out 
and there has been no recognizable bulge 
that can be attributed to the bonus. 
. Since June 15, however, there has been 








for the steel industry. 

On the whole, therefore, the prospect 
on the present evidence is that steel operations will taper 
off gradually during the rest of July and probably will not 
fall more than 10 per cent under the June high. The filling 
of orders placed in June, however, and the relatively rapid 
tapering off in demand from the motor industry will coincide 
or overlap and will therefore produce considerable recession 
in August. By September production again should begin 
to rise. We doubt that at the third quarter low point steel 
operations will fall much, if any, below 50 per cent of 
capacity. Just a year ago from the time this article is being 
written, the rate was only 32 per cent of capacity and at 
the same time in 1934 was only 21 per cent of capacity. 

Even the perennially optimistic automobile industry has 
been surprised at the late season vitality of retail demand. 
As a result production has been maintained at a higher level 
thus far in July than had been anticipated and some com- 
panies even have had to increase production in order to build 
up adequate dealer stocks before shutting down for change- 
over to the new models. Ford Motor Co., for example, 
has recently returned to a five-day production week after 
operating on a four-day week for approximately a month. 
It is not known how long this will continue, since Ford 
schedules are subject to sudden change. Chrysler plans 
90,000 cars this month, with a drop to about 40,000 in 
August. 


Motor Demand Sustained 


Thus, while the trend of motor production is now grad- 
ually downward, the sharpest relapse will come in August 
and not July. On present indications July output probably 
will approximate 360,000 units, as compared with some 450,- 
000 in June. 

The timing of change-over periods is still somewhat in- 
definite and will depend to some extent upon how long 
present strong demand for this year’s cars is maintained. 
It is well known that the great majority of companies will 
introduce more extensive mechanical and style changes than 
was the case a year ago. Hence the coming factory shut- 
downs will average longer than they did a year ago, prob- 
ably ranging from three to as much as five weeks, depending 
on the circumstances of the individual companies. Since 
there are considerable variations in the respective positions 
of the different manufacturers in relation to current con- 
sumer demand, dealer stocks, scope of new model changes 
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a daily average of around $55,000,000 
in bonus bonds turned into cash. Some 
part of this has gone to extinguish indebtedness but it is an 
inescapable assumption that, whether visible or not, measure- 
able or not, the amounts spent and still being spent daily 
are a supporting trade factor which will exert its influence 
for many weeks to come. 

Indeed, the circulation of this cash at first, second and 
third hand, will undoubtedly continue to play a part in busi- 
ness activity throughout the third quarter, if not throughout 
the second half of the year. It is, accordingly, a reasonable 
surmise that third-quarter business recession will be less 
sharp than it would have been without this influence. 


Effect of Drought 


Above we have discussed trends which are fairly clear. 
Unfortunately, the business consequences of the drought 
are far more difficult to appraise at this time. It is still 
possible for a goodly part of the damage to be repaired in the 
cvent of normal rainfall in the affected areas within the next 
fortnight. Given that relief, the present alarming accounts 
will quickly disappear from the front pages of the news- 
papers. On the other hand, should aridity and heat persist 
throughout this month there will be no question of serious 
economic loss, regardless of the fact that the direct effects 
would be softened to some extent by the outpouring of Fed- 
eral relief funds in the stricken areas. 

The probable loss in farm income, in trade and in the vol- 
ume of freight to be carried by some of the railroads would 
be only part of the story. Prices of many foodstuffs would 
mount sharply. This would necessarily tend to curtail the 
public purchasing power available for goods other than food 
and it would likewise encourage labor agitation and strikes. 

As to this, however, it all depends on the weather—and 
that is outside of our forecast. 

Nevertheless, the fact remains that the present human 
interest centered on the drought news is out of all propor- 
tion to its actual economic importance. The damage is not 
yet as serious as that which resulted from the devastating 
drought of the summer of 1934 and that apparent disaster 
failed to have any vital influence on the course of aggregate 
business activity. Even in the directly affected.areas farm 
income, retail trade and demand for farm equipment and 
automobiles held up remarkably well and within relatively 
few months resumed the underlying recovery. Steel and 
motors, not drought, will determine the early business trend. 
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ompetition is the Life 


of Capitalism 


Price Regulation, Either by Government or by 


Industry, Means Death to Individual Enterprise 


By Burton K. WHEELER 


U. S. Senator (Democrat) from Montana 


Chairman, Senate Interstate Commerce Committee 


For some years I have been much impressed with the 
anomaly of the policy of many of the leaders of the indus- 
trial world of simultaneously contending for the perpetua- 
tion of an individualistic capitalistic society and at the same 
time striving strongly for the abolition of price competition. 
It has seemed to me that the net result is that while big 
business is giving lip service to the preservation of competi- 
tion, it is throwing its tremendous practical influence on 
the side of the destruction of the competitive system on 
which it rests. 

Our American society is based on com- 
petition, but the actual fact is that in 
these latter years we have been giving 
it merely verbal honors while we have 
at the same time been denying it in prac- 
tice. Unless prompt action is taken to 
defend the competitive system we are 
going to wake up one of these days and 
find that price fixing, not only by manu- 
facturing industry but by agriculture, 
labor and every other section of trade 
and industry, has crowded the competi- 
tive system off the stage. Of course, I 
realize that with the present personnel 
of the Supreme Court there must be a 
Constitutional amendment before any- 
thing can be accomplished toward legally 
fixing prices for either agriculture or 
labor, but if we have left our old moor- 
ings and gone over to the idea of stabil- 
ized prices, it is only a matter of time 
until the new system will be legally 
established. 

It is a fact that any attempt to write 
a business history of the United States 
would of necessity be largely given over 
to an account of the constantly recurring 
attempts on the part of business men to 
stifle competition, the active existence 
of which is the source of their successful 
careers. They seem to have wished to 
repress competition fully as much by 
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using certain formulas for fixing prices as by uniting into 
such huge companies as Standard Oil and United States 
Steel. 

The intuitive instinct of the people was alarmed as much 
as 50 years ago by these tendencies to destroy competition 
on the part of those who were supposed to be its hereditary 
champions. Between 1890 and 1914 the so-called anti-trust 
laws were enacted. These laws, unfortunately, did not ac- 
complished their object, but that outcome was due not to 
any inherent defect in the laws, but to the fact that the 
Supreme Court through a process which 
it called “judicial interpretation” came 
to the conclusion that Congress did 
not really mean what plainly appeared 
on the face of the laws. It will be 
recalled that when the Government 
tried to dissolve the great Standard 
Oil trust, the Supreme Court, while con- 
ceding that it was tantamount to a re 
straint on trade of a nature forbidden by 
the anti-trust laws, declared that Stand- 
ard Oil put only a “reasonable” restraint 
on trade and came to the general con- 
clusion that Congress did not mean to 
make “reasonable” monopolies unlawful. 

Since the “trust busting’ days the 
problem has not abated, but on the con 
trary has become more acute. Industry 
after industry has been falling under the 
domination of a single company or a 
small group of companies whose eco: 
nomic power is sufficient to eliminate 
price competition. To illustrate: The 
law requires the Secretary of the Interior 
to advertise for competitive bids when 
articles are purchased for the use of the 
Government in both the regular and 
emergency work under his direction. 
When the bids are submitted from vart- 
ous companies all over the country he is 
required to accept those which are lowest. 
During one nine-month period the Secre- 
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tary received: 257 different bids from 48 industries where the 
price submitted on each article was exactly the same from 
every company bidding. In other words, 48 of the industries 
submitting bids have some sort of agreement among them- 
selves whereby they fix the price for their product, making 
it the same for all producers, regardless of cost of produc- 
tion and regardless of transportation costs to the place of 
delivery. 

The vicious result of any system of price fixing is that 
the fixed price attempts to guarantee to every one in the 
industry a return for his product which will enable him 
to make a profit. If the producer with high costs can make 
a profit, the necessary result is that the producer with the 
low costs is making profit out of reason, and the public is 
paying a price that is too high. 


many examples can be shown where just that policy is good 


business. At any rate it is the backbone of a competitive 
system and must be carried out if capitalism is to survive. 
Certainly we should never have been so slow in recovering 
from this depression had all prices been flexible enough to 
reach the level of demand. If even a very small corner is 
held high enough, the whole balance upon which the smooth 
functioning of the system depends is lost, and that balance 
will remain lost until prices and demand meet. 

If the price fixing privilege is to be continued as the policy 
of the industrialists of this nation, and with no responsibility 
to the public, sooner or later the people will demand that 
business be completely policed by the Government. The 
profit motive cannot be trusted to make private individuals 

exercise such life - and - death 





This price fixing 
leads to waste and inefficiency. 

But the fact that price fix- 
ing industries may force the 
public to pay more for their 
products is not the most seri- 
ous result. It is that price fix- 
ing rigidifies the economic 
structure and destroys the rea- 
son for being of the present 
system. In 1929 prices were 
high, and were rapidly going 
higher. When the crash came, 
prices in the highly-competitive 
fields came down. The farm- 
er’s prices hit a low point that 
did not permit returning his 
costs of production. Labor had 
to take a very general slashing 


inevitably —_—__n — 


“If price fixing is necessary to our eco- 
nomic life, then we should face the facts 
and know what we are getting into. 
not ready to believe that the American 
people are willing to abandon their funda- 
mental business privileges. | am not ready 
to believe that the American people are 
yet willing so radically to change their 
form of government. Certainly,I will never 
believe that the people should have their 
form of government changed in this way 
without being fully aware of the processes 
which are bringing about the change.” 


power in the public interest. 
Also, we cannot allow price- 
fixing in industry without agri- 
culture being placed in the 
same position. 

The implications of ultimate 
price fixing for trade and in- 
dustry by either the Govern- 
ment or private groups will 
radically change our form of 
government. 

The Government inevitably 
would be forced into a system 
of regimentation of industry 
that would not only be onerous 
to the people, but that might 
very well be inefficient. Cer- 
tainly the greatest totalitarian, 
bureaucratic state the world 


I am 





has ever seen would be the re- 





in wages. In fact, all prices 
which were tied up to supply 
and demand were reduced to meet reduced purchasing 
power. But this was not true in the price-fixing industries. 
Those industries which were able to agree on prices did 
not reduce those prices to any extent. In steel, cement and 
most kinds of building materials prices remained on their 
same high level and the balance of national price fabric was 
thus broken. 


Destroying Buying Power 


Obviously such a policy deprives the public of the capacity 
to buy these goods. One result was that building almost 
ceased during the depression. Contractors, architects, deal- 
ers, carpenters, bricklayers, plumbers and laborers engaged 
in the building trades were thrown out of work because 
the public could not afford to pay for the materials and 
construction. In the cement industry, one of the most 
notorious offenders, where prices have been kept up un- 
reasonably, sales to industrial users dropped off to such an 
extent that for a time over half of all the cement produced 
was being used by agencies of government. And although 
men were working at subsistence wages on these relief 
projects with money furnished by the taxpayers to relieve 
unemployment, the cement industry was able to exact every 
penny of its exorbitant prices from the Government. 

The theory of a competitive society embraces the propo- 
sition that when purchasing power in the hands of the con- 
sumer drops off, prices must be reduced to a point where 
people will again be able to buy. It is based on the knowl- 
edge that in most commodities, lowered prices will stimulate 
volume of sales. Intelligent selfishness should have pointed 
this out to the industrial leaders of this nation. Certainly 
I agree that it is asking a lot of any business man to reduce 
his price to a point where he may at first suffer a loss, but 
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sult. Price fixing by private 
groups will inevitably lead to price fixing by government. It 
will be a Fascist state in every sense of the word. 

I will admit that the competitive system is not gentle and 
that as we progress under it, as new machinery is invented, 
as new forms of transportation develop, those plants which 
formerly made a profit may no longer be able to exist. But 
this is progress—this is change. It is upon this inevitable 
weeding out that our progress has been built. When the 
weeding out comes some men will suffer a loss but no group 
or individual is responsible for causing this loss; it is caused 
by progress and the system itself. Improvements come, and 
the system makes the changes. Through price fixing many 
industries try to halt this progress by keeping their prices 
up so high that obsolete and ordinarily unprofitable fac- 
tories can make a profit. The benefits of new inventions 
and of labor-saving devices are not passed on to the public 
in the form of lower prices—as they should be—but are 
drained from the new plants to pay for overcapitalization 
and inflation of real values. This is true in the steel in- 
dustry, in the cement industry, and in many others. It is 
one of the primary reasons for our present unemployment. 


Cutting Off the Dead Branches 


Naturally, when a new machine is developed it throws 
thousands of men out of work. Unless the benefits and 
savings of the new process are given to the public there is no 
chance to re-eemploy the thousands of men whose purchas- 
ing power is suddenly cut off. This is naturally the way the 
competitive system lops off the dead branches from our 
industrial tree. It would be utterly useless to give the power 
to lop off these dead branches to any government agency 
because it would not have the courage nor the wisdom to 

(Please turn to page 441) 
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Broader Fluctuations on 


Smaller Volume 


S E C Report to Congress Foreshadows Regu- 
lations Making for Still Thinner Markets 


By A.Frep C. BruMLEY 


—— and thinner security markets, an ever-widen- 
ing spread between bid prices and asked prices and larger 
fluctuations in price on a smaller volume of stock is the 
road along which we have been long progressing. For years 
the New York Stock Exchange enjoyed the distinction of 
being by far and away the broadest security market in the 
world. Among the wonders of the boom in the late twen- 
ties was the number of stocks that it was possible to buy 
and sell in ten, twenty and even fifty thousand share lots 
without its resulting in more than a ripple. Since the pas- 
sage of the two securities acts of 1933 and 1934 and the 
birth of the Securities and Exchange Commission, however, 
conditions have changed completely. Over the past two 
or three years, there have been fluctuations in price prob- 
ably as broad as they ever were, but they have been accom- 
panied by a volume of transactions distinctly subnormal 
according to former standards. 


Causes of Thin Markets 


Many things have contributed to make our security mar- 
kets thinner. The prohibition against pools, the illegality 
of manipulation, provisions of the law that make insiders 
responsible to their stockholders for security profits pre- 
sumably made by inside knowledge, stricter margin require- 
ments, and the fact that thousands and thousands of shares 
of stock have been put away in strong boxes as more-or- 
less permanent investments, are among the causes of wide 
price fluctuations on a small amount of stock. 

By and large it must be admitted that the majority of 
the man-made laws and regulations that have brought about 
the thinner markets of today have been well conceived and 
carried out. However, despite merit or its lack, they rep- 
resent changed conditions for the investor to which he must 
adjust himself. 

Of recent news concerning SEC, the most important 
has to do with the segregation of brokers and dealers on 
the floor of the New York Stock Exchange. Summary seg- 
regation of brokers and dealers was one of the things urged 
when the Act of 1934 was in process of passage, but when 
finally enacted the law required only that S E C report 
to Congress on the matter and it is this report that has now 
been made. Although there is no question that the carry- 
ing out of the Commission’s recommendations will be ad- 
verse to some of those who deal in securities, by and large 
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the official attitude is a reasonable one and is nothing about 
which the average investor should become alarmed. 

In the first place, it should be understood that SEC is 
not proposing that Congress enact additional legislation, 
but that it act under the broad powers given by existing 
law. What the Commission now wants to do is to curb 
floor trading—the trading done by members of the Stock 





© N. Y. Stock Exchange 


Some Commonwealth € Southern changes hands 


Exchange on the floor of the exchange for their own ac: 
count. The stated reasons for wanting to do this are: (1) 
The combination of the broker and dealer function involves 
a conflict of interest and (2) There exists a type of dealer 
activity which exerts an undue influence on prices, increases 
speculation and interferes with the effective fulfillment of 
the brokerage function. 

With the first of these reasons no quarrel can be picked; 
there is undeniably some conflict of interest in the broker/ 
dealer combination and, although the customer may infre- 
quently suffer from its abuse, the fact that abuse is possible 
makes the elimination or alleviation of such a condition 
desirable. The second reason is more vulnerable to attack. 
The Commission, however, has foreseen the obvious direc’ 
tion from which such attack would be made and makes a 
convincing answer. It freely admits that the elimination 
of the broker/dealer combination will curtail the liquidity 
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of the market, but goes on to state that there is a mistaken 
emphasis upon this point. Moreover, the Commission re- 
veals that its studies show that floor trading, on the average, 
tends to concentrate in stocks which are already active and 
to exaggerate existing trends. In other words, it is the 
contention of the Commission that a floor trader, seeing 
unusual activity in some stock on the upside, rushes in 
to buy for his own account and thereby balloons the up- 
ward movement. In the opinion of the Commission this 
js not a desirable kind of liquidity. 

On the other hand, it cannot be denied that there are 
many board-room and other speculators off the floor of the 
exchange who, seeing a burst of activity in some stock, rush 
into buy in the hope of gaining a point or two. It is to 
these that the floor trader sells, for he has had previous 
knowledge of the development of the movement. If the 
floor traders’ stock were not available to put a damper on 
bullish enthusiasm, might it not be supposed that the up- 
ward fluctuation would te wider? While this is plausible, 
frankly we think that the Commission has the Fetter of 
the argument, although only time can settle the matter 
finally. 

It is the easier to endorse the attitude of SEC in regard 
to floor trading because of the care which has been taken 
to make the proposed reforms anything but all-embracing. 
This is so contrary to the general New Deal policy of kill- 
ing the whole flock in order to eliminate one or two black 
sheep as to be quite refreshing. For example, SEC pro 
poses that a floor trader, having designated the category 
in which he wishes to operate, still be permitted to trade 
as now, except that at all times his account shall be fully 
margined. Also, a floor trader is to be permitted to change 
his status to that of broker and a broker to that of floor 
trader on reasonable notice. As for those who select to 
operate in the capacity of broker, they may initiate trades 
of the floor of the exchange if fully margined. However, 


‘SEC suggests that should it be desirable to reduce trading 


activity still further, a firm of commission brokers and its 
component partners might well be restricted to trading 
solely for cash. 

The valuable functions of the specialist are recognized, 
rather reluctantly it is true, but nevertheless they are rec- 
ognized. The specialist is to be permitted to continue acting 
both as a broker and as a dealer for his own account, al- 
though always subject to the general rule that activities 





©N. Y. Stock Exchange 
North American is active at higher prices 
shall be restricted to those necessary for the maintenance of 


a fair and orderly market. Incidentally, it is interesting to 
note that the specialist was found more often to trade for 


j his own account against the trend whereas, as has been 
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said, the floor trader more often went with the trend. 

Nor is it SE C’s present intention to interfere with the 
floor trading activities of the odd-lot dealer, whose function 
it is to buy and sell less than a hundred shares and then 
to even out his books by buying and selling full lots. 
Finally, no recommendations are made for the segregation 
of brokers and dealers in the over-the-counter market. The 
Commission’s report points out that there is the same con- 
flict of interest in the broker/dealer relation in this market 
as exists on the stock exchanges. SEC goes on, however, 
to frankly admit that it is not as yet ready to deal with the 
situation in any comprehensive way and in the meantime 
that it will content itself with a continuance of the war 
upon fraudulent practices in the over-the-counter market. 

The foregoing constitutes a brief outline of what SEC 
wants to do and what it does not want to do at the present 
time in regard to broker/dealer segregation. Nothing, how- 
ever, has been said of how the recommendations are to be 
carried out, or whether indeed they can be made effective. 
The Commission has two possible courses: the first is to 
draw up a set of rules and issue them as its own; the second 
is to persuade the exchanges to amplify their own rules in 
the direction desired. 


To Avoid Inflexibility and Litigation 


There are several reasons why the first of these courses 
will be avoided if possible. If the Commission itself draws 
up a set of rules, they will have to be of general application 
and thus may not meet adequately the varying conditions 
of the different exchanges. This the Commission has for- 
seen and hints at a possible lack of flexibility should the 
making of its own rules be the course ultimately determined. 
A more important objection, however, lies in the fact that 
should SEC promulgate regulations to which there is 
strong opposition, the matter is immediately thrown into 
the courts. This means suits and countersuits and all the 
legal whatnot, of which everyone is becoming very tired. 
Above all it means delay. On the other hand, should S$ E C 
persuade the exchanges to incorporate those rules which it 
deems necessary in their own by-laws, court arguments as 
to their legality would never come up. 

Another point: SEC probably is desirous of avoiding 
as many legal angles as possible until its own status is more 
nearly defined by the ultimate disposition of the suits that 
are now pending. The Securities Act of 1933, which may 
be distinguished from the Securities and Exchange Act of 
1934 because it covers in general the buying and selling of 
new securities in contrast to the Act of 1934 which covers 
dealings in existing securities, is being given the “Consti- 
tutionality Test” by J. Edward Jones. A number of lower 
courts have ruled against Mr. Jones but the matter has yet 
to be decided by the United States Supreme Court. A 
number of suits have been brought to test the validity of 
certain powers vested in SEC under the Securities and 
Exchange Act of 1934, but it is doubtful whether any of 
them will result in a final decision comprehensive enough 
to cover all ramifications of regulating the issuance of se- 
curities and dealings therein. More specifically, it is doubt- 
ful whether pending cases will settle the matter as to 
whether SEC has the power to do what it wants in the 
matter of broker/dealer segregation. Thus it is that SEC 
will probably open negotiations with the representatives of 
the New York Stock Exchange some time this fall. If it is 
possible to come to an agreement with this exchange, it 
will be surprising if there are any strenuous objections 
from other exchanges. 

Should the Commission succeed in carrying out its pres- 
ent intentions in regard to the segregation of brokers 

(Please turn to page 441) 
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ong Upswing in Building 


Impends 


Indicative of Long Term Business Stimulation 


By Truman S. Morcan 


President, F. W. 


he construction industry is staging a recovery. Evi- 
dences of expanding activity are no longer wanting. Spotty 
improvement has given way to general gains. But more im- 
portant, still, is the prospect that further increases loom. 

In the 37 states covered by our organization construc- 
tion contracts awarded touched a new low in a generation 
about the middle of 1933. The total volume for the first 
six months of that year had dropped to only about 430 
millions. This was a decline of over 200 millions from the 
record of the first six months of the previous year, and of 
22 billions from the total during the corresponding six- 
month period in 1929. 

Since the middle of 1933 the trend has been steadily and 
consistently upward. With the aid of the emergency pro- 
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Dodge Corp. 


gram of the Federal Government, the total construction 
volume for the first half of 1934 doubled the first half total 
for 1933. For the first half of last year, there was a sub 
stantial recession in total construction which can be at 
counted for, in large part, by a temporary curtailment o 
publicly financed operations. Private enterprise did ne 
appear very actively in evidence until the beginning of 1935 
For last year as a whole the total of more than 800 million 
for private construction alone exceeded the 1934 figure bj 
almost 50 per cent. For the first six months of 1936 pr 
vate construction in the 37 states continued to improv 
scoring a total of some 600 millions or more than 60 per cett 
greater than the corresponding six months of 1935. Publi 
work, too, was accelerated during the first half of 1936 
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a gain here over the initial half of 1935 of more than 100 
per cent occurred. Together, both public and private con- 
struction in the first six months of this year totaled almost 
one and a quarter billion for a gain of about 75 per cent 
over the total for the first half of 1935. 

When we take into consideration the vast amount of 
distressed properties thrown back into the hands of mort- 
gage holders during the period of recession, and the cor- 
responding shrinkage of nearly all values, the general im- 
provement in private work seems little short of phenomenal. 
In other eras of depression the construction industry has 
usually led the way to recovery, but this time an undigested 
market caused investors to hold back until foreclosed proper- 
ties could be largely absorbed. There is still a long dis: 
tance to travel on the road back to the level of 1929 or to 
1928 which happened to be the peak year for construction. 
But when we realize that the 1936 total will likely be double 
that of the depression low of 1933, we can readily see how 
far we have come since the memorable eclipse of 1929. 


Index of Returning Prosperity 


At the present time the investor naturally is looking 
for the field that gives best promise of security and enhance- 
ment in values and while our own background might be 
such as to lead to a biased opinion, we firmly believe that 
the upward tendency, sustained and constantly increasing 
during the past two years, is most certain to carry on for 
several years to come. Certain it is that there has accumu- 
lated a shortage in housing accommodations during the 
extended period of inactivity and this is evidenced by ab- 
sorption of available space and a tendency toward stiffening 
in the rental rates in most localities. Along with this there 
has been a most heartening upturn in industrial activity 
which has encouraged not only the modernization of many 
existing plants but also the extension of facilities as well 
as new ventures in the manufacture of capital goods, al- 
ways a sure index of the return of prosperity. 

This is best illustrated by the volume of factory construc- 
tion started during the first six months of 1936. Here we 
find an increase of more than 100 per cent over the rather 
substantial amount of the same period in 1935. These 
increases are particularly marked in iron and steel, paper 
and pulp, and petroleum products, although the entire list 
with the exception of leather, shows most substantial gains. 

Commercial buildings, too, have shown an appreciable 
change for the better during the first half of 1936. Public 
warehouses, stores, office buildings, garages and_ service 
stations have been more actively undertaken and modernized 
than in five years, with all indications pointing to a con- 
tinuation of the current tendencies. 


Boom in School Building 


The volume of school building, largely because of the 
Federal program, has assumed near-boom proportions dur- 
ing the early months of the current year, running more 
than three times as great as in the first half of 1935. 

Hospitals and institutions have shared in an important 
degree in the general gains, while social and recreational 
facilities such as auditoriums, halls, parks and park build- 
ings have also shown material gains. 

Perhaps the most salutary gains have occurred in the one- 
family house field. Some there are who saw the passing of 
the small house before the unrelenting march of the apart- 
ment house. But the facts for 1935 on this score tell a 
different story. 

Last year the single-family house accounted for about 76 
per cent of the total expenditures for the erection of new 
The ratio for 1935 becomes the more im- 





portant when considered from the standpoint that it repre- 
sents a total of some 55,000 new houses in the amount of 
almost $320,000,000 for the 37 states east of the Rocky 
Mountains. 

Current records on new residential building indicate that 
last year’s proportion for the one-family house has been 
slightly bettered during the first six months of 1936; nor is 
there now any reason to believe that for the full year 
1936 any material lowering in the ratio under current levels 
will be registered. 

Single-family house construction falls into three rather 
distinct categories: 


(A) Those dwellings erected by individuals for their 
own occupancy. 

(B) Those constructed by the so-called speculative home- 
building companies who erect two or more dwellings 
at one time, for sale. 

Those which are erected by individuals, usually 
small mason or carpenter builders, who build one 
house at a time for speculative sale or rent. 


(C) 


In each of these categories the gains which set in during 
1934 are broadening, giving a basis for: believing that still 
further increases may be expected as improving business 
conditions bring fuller employment and larger incomes. 

Up to the present time the Presidential campaign has had 
little appreciable effect on the building business. There has 
been some easing up of the extreme static conditions that 
have prevailed among loaning institutions. Banks still have 
a plethora of funds awaiting safe and favorable investments. 
Interest rates remain at the new low set at the time when the 
uncertainties of the hour demanded substantial reserves and 
great caution of those administering funds. Material and 
labor costs, except in isolated districts, have not responded 
to the pressure exerted on other lines, but the architect is 
faring better by reason of the increasing number of struc- 
tures that command his services 


Architects Again in Demand 


According to our records, during 1933 only 57 per cent of 
the total construction volume, excluding factories and civil 
engineering, was architect-planned. By 1935 this percent- 
age had increased to about 68 per cent and during the cur- 
rent year to date the proportion has gone to nearly 75 per 
cent. This naturally indicates a persistent trend to larger 
and more important types of buildings. 

The Federal PWA program has undoubtedly had a 
great influence on the general situation aside from the large 
volume of operations launched under its own sponsorship. 
However, current records show for the first time since 1933, 
except for a few months during 1934 and 1935, that the 
volume of private projects have each month since February 
of this year exceeded the total of public projects by constant- 
ly increasing amounts. There is a possibility, that the current 
volume of private work will suffer a temporary reversal 
when the impetus of federal sponsorship is withdrawn, when 
the huge appropriations made by Congress are exhausted. 
The real test will come when the construction industry has 
to rely on its own resources for sustenance. Here again it 
would seem much depends on the future program of the 
present administration or of that which may succeed it. 

It is pretty generally believed by our industrial leaders 
that if the straight-jacket which has circumscribed enter- 
prise is removed, and business be permitted to function 
without the restraints and uncertainties that have prevailed, 
capital expenditures would in many instances be doubled. 
These captains of industry believe that needed construc- 

(Please turn to page 440) 
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Borg-Warner Makes 


Diversification Pay 


Extensive Line of Industrial Appliances and 
Household Products Bolsters Earnings and De- 


‘creases Dependence on Automobile Industry 


By LaurENCE STERN 


le you drive an automobile—and who doesn’t?—the 
chances are that there are built into it several vital parts 
manufactured by the Borg-Warner Corp.—very likely the 
clutch or transmission or timing chain or all three, perhaps 
the carburetor or the radiator or the universal joints, maybe 
even an “over-drive” transmission or an automatic gear- 
shifting gadget. 

This is an intensely competitive business, as is everything 
connected with the motor industry. Here no one sleeps 
comfortably behind the protection of a tariff wall or under 
the blanket of monopoly. Everybody hustles—or goes out 
of business. There is relentless pressure for rock-bottom 
price and increased quality of products. On the one side 
the independent fabricator of automotive parts has little 
or no control over his raw materials. On the other side he 
must bargain with some of the smartest and closest buyers 
in the world. His most vital market centers in the “Big 
Three” of motors—General Motors, Chrysler and Ford. 
In varying degrees all three have, or seek, enough self- 
sufficiency in the manufacture of parts to put a brake, actual 
or potential, on the price of parts purchased from accessory 
makers. 
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Moreover, the accessory maker may at any time fall 
victim to some radical technological change. He may have 
spent much money and effort perfecting some new automo 
tive device, only to see it outmoded when a competitor 
comes through with a still better idea. 

For the above reasons, together with wide seasonal fluc’ 
tuations in volume and earning power, stocks of motor 
accessory companies have always been considered specula: 
tive. To make money consistently in this field a company 
must have a first-rate management, alert, smart, hard-driv 
ing; a first-rate engineering and research staff; a first-rate 
selling organization. 

The record supplies factual proof that Borg-Warner 1s 
such a company. Organized in 1928 as a merger of four 
long-established accessory concerns and further expanded 
by various subsequent acquisitions, the corporation has never 
had a manufacturing loss, the single reported deficit of 
1932 having resulted from a conservative depreciation policy 
consistently maintained. 

Last year Borg-Warner had a bigger proportion of the 
available automotive market than ever before and net profit 
of $6,982,732 was not much less than double _ the 
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$3,760,676 earned in 1934. It was by far the best showing 
since 1929 when record high of $7,682,590 was earned in 
the motor industry’s banner year. 

In the first quarter of this year the company earned 
$1.34 per share on the 1,150,957 common shares outstand- 
ing, excluding stock held in its treasury. This compared 
with $1.15 per share on 1,150,926 outstanding shares in 
the March quarter of 1935, a gain of approximately 16.5 
per cent. In the active second quarter of last year $1.34 
per share was reported. For the quarter recently ended, 
we believe the profit will prove to have approximated $1.60 
per share, although, of course, the official figures are not 
available at this writing. 

Reflecting the strong upswing in earnings, the stock, 
which is now on a $3 dividend basis, reached a high this year 
of 83!/2, comparing with a 1929 high of 867%. The present 
price is approximately 75, at which the dividend yield is 
4 per cent. At the depression bottom in 1932 this issue 
sold at only 33%. In 1935 its low was 5 and the high was 
224%. In 1934 it sold as low as 16% and did not top 31%. 
In the spring of 1935 it could have been bought as low as 


28%. 
Is Anything Left? 


Naturally the question that will arise in the mind of any 
person considering purchase of this equity is whether there 
is anything left in the stock after so great an advance, 
whether a stock still chiefly dependent on the demand for 
automotive accessories is or is not adequately priced on 
a4 per cent yield basis. 

This analysis concerns itself largely with those questions, 
but first, for the sake of perspective, one must bear in mind 
that whether a stock is high or low depends not alone on the 
market price, but on the relationship between that price 
and the per-share earnings. If price and earnings both have 
doubled in a given period, obviously there has been no rais- 
ing of market appraisal. At the close of 1934 Borg-Warner 
common sold at 10.2 times the 1934 earnings per share. At 
present it is selling at 12.6 times the 1935 earnings per share. 
In terms of price-earnings ratio, the market advance in 
eighteen months has been approximately 23 per cent. That 
is not an excessive increment of speculative hope over a 
period which has seen the first sustained and confident 
business recovery since the depression. 

Nevertheless, no stock is a sound buy merely on the basis 
of past performance or even that of current earnings. There 
is a valid basis for taking a position in Borg-Warner only 
if one is convinced from all available evidence that there is 
a probability of still further growth in vo'ume and earnings 
over a period of time. If the company were exclusively a 
manufacturer of motor accessories this analyst would be 
forced to the conclusion that at a market price yielding only 
4 per cent and despite the probability of at least a moder- 
ately larger dividend, the issue is not particularly attractive, 
even allowing for the current low return on money. 

But this brings us to the most significant development in 
the Borg-Warner picture: namely, the fact that this com- 
pany is increasingly a manufacturer of non-automotive 
products—products such as electric refrigerators, washing 
machines, cooking ranges, oil burners, air-conditioning 
equipment, specialty steels, industrial equipment and ma- 
chine tools In short, the Borg-Warner management, headed 
by the alert C. S. Davis, president, the veteran accessory 
maker, G. W. Borg, chairman, and Howard E. Blood, who 
was largely responsible for development of the Norge 
refrigerator business, was smart enough to realize fully the 
limitations and risks inherent in the motor accessory field 
and to take effective off-setting measures through the avenue 
of increased product diversification, 
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It was not a novel idea. Other accessory makers have 
long realized their need of greater diversification and have 
sought to get it. Briggs Manufacturing, for example, sup- 
plements its motor body business with a new line of plumb- 
ing equipment and Stewart-Warner goes in for radios and 
electric refrigerators, along with automotive accessories. But 
no company in this field has either gone as far in diversifica- 
tion as Borg-Warner has or made it pay so well. 

The importance of this transition in relation to the vol- 
ume of business, earning power and the future security and 
stability of the enterprise can be readily understood from 
the fact that in 1929 non-automotive business accounted for 
only 15 per cent of the Borg-Warner volume, that this pro- 
portion had increased to 35 per cent by the close of 1934 
and that 1935 saw it increase further to 40 per cent. These 
changing proportions reflect no shrinkage in the company’s 
automobile market. On the contrary, sales of motor parts 
have shown sharp gains over the past three years, but the 
non-automotive products, especially electric refrigerators, 
have shown even larger gains. 

This remarkably broad transformation in the character of 
the business, effected chiefly in a period of depression, must 
be put down as a notable industrial performance. More- 
over, so far as it lies within the power of the management, 
this trend toward decreasing dependence on motor parts will 
be carried further. It is the hope and plan of Borg-Warner 
that ultimately the motor accessory market—even though 
maintained at its present level or enlarged—will constitute 
no more than a third of its business. At the recent rate of 
progress along this line it may be possible that non-auto- 
motive products within two or three years will supply half 
of the volume. 

In any appraisal of Borg-‘Warner’s money-making ability 
it is pertinent to consider what it has done with its “Norge” 
refrigerator. You didn’t hear much about this box in 1929, 
in which year Borg-Warner took over the Norge 
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Corp. Like automobiles, this is an intensely competitive 
business. It is open to all comers and many companies were 
in the run long before Borg-Warner—but by 1934 the 
“Norge” was among the first five in this field and today it 
is among the first three, topped by “Frigidaire,” possibly 
topped by the General Electric box but, if so, by a rela- 
tively close margin. 

The company’s own figures show that “Norge” units sold 
during the first five months of this year totalled 167,782, a 
gain of 38.7 per cent over the corresponding period of 1935. 








Some of Borg-Warner’s Big Customers 


General Motors International Harvester 


Chrysler Allis-Chalmers 

Ford Motor J. 1. Case 
Studebaker Deere & Co. 
Packard Mack Trucks 
Hudson Federal Motor Truck 
Nash White Motor 





It would therefore seem a reasonable guess that such volume 
for the full year will approximate at least 250,000 refrig- 
erators. In the trade it is estimated that the total 1936 
market for refrigerators will approximate 2,200,000 units, 
an increase of 18 per cent over 1935. Considerable cre- 
dence may be given that estimate, for it was made by Mr. 
Blood, president of Borg-Warner’s Norge division, on the 
basis of a nation-wide marketing study covering many thou- 
sands of consumers, dealers and salesmen, and because simi- 
lar estimates for 1935 and 1934 proved unusually accurate. 
If that total is attained, “Norge” boxes this year will have 
approximately 11 per cent of the total market. 

Sales of all Borg-Warner household appliances in the 
first five months of this year totalled 253,217 units, a gain 
of 57 per cent over the same period of last year. It would 
seem a reasonable assumption that they will top 500,000 
units for the year, even with seasonal decline in refrigertor 
sales during the last quarter. The dollar volume of this 
Borg-Warner household appliance business, obviously run- 
ning into many millions a year, is not reported. 

From a longer term point of view, the question of a 
saturation point in the market for such appliances must be 
raised. This is a complex and controversial problem. The 
automobile market some time ago became overwhelmingly a 
replacement market. Refrigerators, washers, stoves, oil 
burners and other such products have a much longer useful 
life than an automobile and in the mind of the owner they 
are not “dated” by subsequent mechanical or style changes 
in nearly the degree applicable to the automobile. 

As a generality, therefore, it may be said that the re- 
placement market in the household appliance field can not 
be as profitable as that in automobiles and that, as in any 
industrial field, the period of rapidly expanding demand will 
be the most profitable. Nevertheless, for an indefinite 
number of years there will be a vast market for such 
appliances. 

By the end of this year over 8,000,000 mechanical re- 
frigerators should be in domestic use. Relative to some 
20,500,000 wired homes in the country, this is approxi- 
mately a 38 per cent saturation of the present maximum 
original market. Mr. Blood believes that whereas most 
appliances reach saturation at 50 per cent of the number 
of wired homes—at which point the replacement phase be- 
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gins—the special merits of the mechanical refrigerator are 
such that it may be possible to attain a 60 per cent satura- 
tion. On this basis, after this year, there should be a mar- 
ket for some 4,600,000 refrigerators, without allowing for 
population growth, revival in residential building and in- 
crease in number of wired dwellings. Beyond that point, 
which may be reached in several years, it will remain to 
be seen to what degree the industry can capitalize upon 
obsolescence in creating a replacement market. To a small 
extent at least, the beginnings of a replacement market can 
be seen even now. 

In considerable measure, washing machines already are 
in a replacement phase. Modern heating apparatus, how- 
ever, is probably at considerably less than 10 per cent of 
saturation and unquestionably has a broad expansion phase 
ahead of it. Particularly in relation to partial winter air. 
conditioning and even more so in relation to all-year air- 
conditioning, this market is in its infancy. 

Out of all major depressions there comes—at least it has 
been so throughout the past—a further step forward in the 
American living standard. Today many factors point to a 
huge buying wave in household equipment of all kinds, 
Recovery of public purchasing power and of confidence is 
part of it. Accumulated demand, deferred during the de- 
pression years, is part of it. Finally, the very success of 
the modern refrigerator is a business builder for other ap- 
pliances. The consumer notes with satisfaction the great 
advantages of his electric refrigerator. It sets him thinking 
about the advantages of an equally modern oil burner or 
range or washer or ironer. 

The simple arithmetic of Borg-Warner’s performance in 
motor parts and in electric refrigerators can be ac: 
cepted with considerable assurance as proof of the com- 
pany’s ability to get business and handle it profitably. 
We see no reason why this proven ability should not find 
increasing reflection in the company’s various other activi- 
ties. 

At first glance the Borg-Warner organization may seem 
somewhat incongruous in its marked decentralization of 
division activities. The majority of the units were long 
established, successful companies, non-competitive with each 
other. Each has its own set of executive heads, each its 
own selling organization. Yet there is a common theme 





A “Norge” manufacturing operation 


running through the combined enterprise in that each of 

the manufacturing divisions is engaged in fabricating 

metals—chiefly steel—into useful products. Hence there is 

an economic advantage in centralized supervision of highly 
(Please turn to page 438) 
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le investment of money is distinctly an individual prob- 
lm. It can be done in scores of different ways with a view 
to attaining as many different objectives. Some want safety 
of principal above all; some, being obliged to live upon the 
return from their investments, must put safety in second 
place and concentrate upon yield; others, fortunately sit- 
uated in assured positions, can forego the income of today 
in exchange for the appreciation of the future. There are 
countless variations of these themes, but let us assume that 
an investor has acquired a sufficiently large backlog of 
“money-safe” investments and that he is now looking around 
for something with which to participate in the expected 
further improvement in general business. What will be his 
logical procedure—for it is, of course, essential that so im- 
portant a matter be settled by plan? 

In actuality he is more than likely to pick up a stock here 
and a stock there, according to the whim of the moment, and 
end finally with a common and preferred stock portfolio 
that is an investment hodge-podge. He will be over- 
concentrated in one line and insufficiently represented in 
another; among the various issues themselves, standards of 
quality will be awry. Because of such hazards, it is better, 
from any viewpoint, to follow a comprehensive plan; list 
the country’s major industries, ascertain at what stage of the 
recovery cycle they stand and then, only when the unfavor- 
ably situated have been eliminated, is it wise to move on to 
the selection of specific issues. 

It will be found that industries fall into a few clearly 
defined categories. There are those that have taken but a 
small part in the recovery achieved so far and for which 
the future holds out little hope. There are those that have 
done reasonably well in the past, are doing reasonably well 
at present, but which show no signs of dynamic expansion in 
the future. There are those that have made great progress 
in the recent past, but for which one can see still further 
gains. And then there are those which recovery has touched 
only lightly so far, but for which the favorable prospects are 
unusually well defined. 

There will be, of course, certain stocks in the first cate- 
gories which can be counted upon to move against the gen- 
eral trend. They will, however, be under a severe handicap 
and, as soon as their special advantage wanes, their decline 
may well be precipitate. Thus, it were better for the pros- 
pective investor to confine himself largely to those mmdustries 
which have made progress in the past but for which greater 
gains can be foreseen and to those which are just beginning 
to participate in the recovery movement. There follows 
low a number of industries which fall in with these re- 
quirements, together with specific securities from which it 
should be possible for “tan investor in further recovery” to 
om selections in accordance with his own position and 
needs, 
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+ Which Groups Offer Best Possibilities for 


Income and Price Appreciation? 


Investing by Industry 


By James L. SHERBROOKE 








Chemicals Have Broad Possibilities 


Speculative Common Stocks 


| 

Recent Current | 

Name Price Dividend Yield | 
Catalin Corp. of America......... $11 
Newport Industries.......... 36 10 


Common Stocks for Income and Price Appreciation 


Am. Cyanamid “B’’. . ea 33 0.60 Se 
Heyden Chemical........... ; 45 1.00° 2.2 
Du Pont de Nemours. . panee 155 3.60* 2.3 
Union Carbide & Carbon : , 94 2.40 2.5 


* Plus extras. 

















Probably the best example of an industry which has en- 
joyed its full share of recovery and which is likely to go on 
doing so is the chemical group. The fundamental strength 
of these companies is derived from the fact that they must of 
necessity contribute to recovery no matter where or how it 
occurs and at the same time new products and processes 
provide them with dynamic expansion over and above what 
they gain as providers of raw material to general business. 
Pages could be written of the new products and processes 
developed over the past few years—the tremendous gains 
made by plastics, the revolution which is occurring in the 
paint industry, new synthetic fabrics, the progress made in 
rayons, new dyes, the new solvent processes for refining 
petroleum, afford but a glimpse of what has been, and is 
being, done. 

With such a background it is no wonder that the stocks 
of the chemical companies are held in high esteem. Indeed, 
so high are the better chemical stocks selling in relation to 
their current earning power and dividends that it is per- 
fectly logical to raise the point as to whether they are not 
too high. While admitting that one can pay too much for 
even the strongest company with the rosiest of prospects, 
nevertheless one must remember that the chemicals have 
always “sold high” and always will so long as they are under 
the dynamic influence of new products. Today; the earn- 
ing power of this group is very distinctly trending upwards 
and there is not the slightest reason to suppose that their 
higher earnings of the future will be appraised any less 
generously than present earnings. Thus it is that chemical 
stocks bought today should provide the investor with an 
excellent medium for participating in an extension of the 
recovery. The companies listed above provide a choice of 
investment caliber and a stake’ in various divisions of a 
growing industry. 

(Please turn to next page) 
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Rising Demand for Electrical 


Equipment 
j Recent Current 
j Name Price Dividend Yield 
| Cutler Hammer................. $57 $1* 1.8 
General Electric...... re eiata ales 39 1 2.5 
Westinghouse Electric............ 126 4 3.2 


* Plus extras. 

















Situated in a position somewhat similar to that of the 
chemicals are the electrical equipments. Although they do 
not devise new lines with quite the same amazing rapidity 
ot the former, the electrical equipment industry is far from 
static. Installations of current-consuming household ap- 
paratus have made remarkable gains; indeed, new high 
records are being established. Moreover, an ever-mounting 
flood of new refrigerators, electric irons, washing machines, 
oil burners, fans, vacuum cleaners and the like has important 
secondary effects. Not only do the manufacturers of elec- 
trical equipment benefit from the manufacture of these 
things or parts thereof, but the increased use of current 
brings power companies into the market for equipment, 
materials and supplies. 

So far, the gains made by the electrical equipments have 
been mostly in the light division, but now that power out- 
put has reached a new all-time high record the heavy division 
which has only just begun to pick up should really begin 
to hit its stride. This happy state of affairs would be 
reached the sooner, of course, if it were not for the political 
agitation to which the utilities are being subjected. No 
investor will put up money for a new power plant when he 
thinks that there is a possibility of the Government putting 
up a competing plant as soon as his is completed. The 
future political attitude towards the public utilities will make 
a great difference to the electrical equipments, but regardless 
of whether the present persecution is to continue or not, the 
trend of electric power output certainly foreshadows an 
improvement in central station business. This, coupled with 
continued prosperity in the light division, makes the elec- 
trical equipment outlook a bright one. 

Likewise bright is the outlook for non-ferrous metals; con- 
siderable improvement has been registered already. Demand 
has improved in all divisions and, in those cases where inven- 
tories at one time were grossly excessive, stocks on hand have 
been brought to reasonable dimensions. Among the influences 
that have bettered the demand for copper is the great activity 
in the automobile industry, the upturn in building, the de- 
mand for electrical appliances, the increased use of copper 
alloys and, abroad, the speed with which rearmament has 


mobile, by the increased demand for printing metals and by 
the fact that the country is at last rectifying its long neglect 
of paint. Zinc has been a beneficiary of the farmers’ more 
prosperous condition, for it has resulted in a greater demand 
for galvanized products of all kinds. In addition, zinc has 
been helped by the automobile, particularly by the fad for 
die-cast radiator grills, and by the improved demand for 
paint. 

From a stock standpoint, there is plenty of variety to be 
had among the non-ferrous metals. Even among the handful 
listed, it might be noted that in Cerro de Pasco one receives 
a stake in copper, an important stake in silver, some gold 
and some lead and zinc; International Nickel provides 
nickel and a great deal of copper, while a number of precious 
metals are important to the company; National Lead touches 
everything of which lead is an important part; and New 
Jersey Zinc is to zinc what National Lead is to lead. The 
non-ferrous metals are certain to share in any further im- 
provement in general business. 





| Railroad Equipments in Improved 
| 
| 


Position 
Recent Current 
Name Price Dividend Yield | 
Am. Brake Shoe & Foundry...... $48 $1.60 3.3 
General Rai!way Signal... . a 34 1 3.0 | 
Ns SRiiais kao deen eds os , 46 1.50 3.1 | 
Westinghouse Air Brake... suToe 40 1 2.5 | 


— 











As was brought out in THE MAGAZINE OF WALL STREET 
of June 20, the railroad equipment industry is at last ex- 
periencing substantially improved business as a result of the 
sustained upturn in carloadings and railroad earnings. Since 
that article was written nothing has developed to alter the 
conclusion that the future outlook was highly favorable. 





Business Equipment Stocks for 
Income and Appreciation 


Recent Current 
Name Price Dividend Yield 
Burroughs Adding Machine a $25 $0.69* 2.4 
International Business Machines. . 171 6.00* 3.5 
National Cash Register... = 22 0.59 2.3 
Underwood-Elliott-Fisher......... 78 3.00 3.9 


* Plus extras. 














Opportunities Among the Metals 


Recent Current 

Name Price Dividend Yield 
Am. Smelting & Refiniag. $80 $2 2.5 
Anaconda 35 1 2.9 
Cerro de Pasco 53 4 7.6 
International Nickel 50 1.20 2.4 
National Lead... .. 27 0.50 1.8 
New Jersey Zinc... 17 2° 2.6 


* Plus extras. 











been pushed. Nickel is in the midst of a period of dynamic 
expansion and new uses for this metal are constantly being 
found; there seems to be no end to new nickel alloys, both 
ferrous and non-ferrous. Lead has been aided by the auto- 
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During the depression, plant and operating equipment 
were not the only things that were inadequately main: 
tenanced; offices, too, were permitted to run down. Hence, 
there was gradually built up a huge potential demand for 
typewriters, adding machines, calculating machines, book: 
keeping machines, cash registers and the like. As business 
improved and earnings gained, part of this potential demand 
has become an actual demand, and the makers of business 
equipment have benefited accordingly. Other causes, how 
ever, have greatly accelerated the gains in this field. A com: 
bination of depression and the New Deal has brought in its 
train all kinds of new taxes and laws requiring periodic 
reports. In other words, politics have vastly complicated 
accounting practice over the past few years and conse’ 
quently have enhanced the demand for business equipment 
over and above what might have been considered normal in 
proportion to the recovery already registered. It seems 
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likely that the ordinary replacement demand for office equip- 
ment has been only scatched so far and as there is not the 
slightest indication that our various town, state and federal 
governments will require less information in the future, 
there is every probability that manufacturers in this field 
have yet to see peak business. 

Nor has peak business been seen by residential construc- 
tion and the companies identified with this type of activity. 
So far optimistic predictions have been substantiated in 
large measure; construction has picked up markedly and 
the stocks of building companies have appreciated sensa- 
tionally. In recent weeks perhaps they have tended to lag, 
but this has been more because speculation has out-run tem- 
porarily actual gains than because there has been any change 
in the rosy outlook. There has been, of course, price cut- 
ting in certain lines of building materials but, the prospect 
being what it is, this would probably have had little effect 











Building Stocks With Possibilities 


Speculative Preferred Stocks 


Recent Current 
Name Price Dividend Yield 
| Celotex (5)...... , ; de edie $71 
| Certain-Teed Products (7). ; 87 
Fuller G. A. prior (6)... 67 


Speculative Common Stocks 


Am. Radiator & Std. San 3 ae 20 
coco i 30 
Holland Furnace... . Ree 37 
National Gypsum . 50 


Common Stocks for Income and Price Appreciation 


Pittsburgh Plate Glass 120 2.00* 1.7 
Ruberoid...... 78 1.00* 1.3 
Sherwin-Williams . 134 4.00 3.0 
Yale & Towne... 39 .69 1.5 


*Plus extras. 








Motors With Good Prospects 


Speculative Common Stocks 





Recent Current 
Name Price Dividend Yield 
pL $16 
StuPdenaker... 1... 20s ae 11 
A a a 22 


Common Stocks for Income and Price Appreciation 


Pe re | $6 52 
General Motors...... 70 2* 2.9 


Automobile Accessories 


Common Stocks for Income and Price Appreciation 


| a eae 75 3 4.0 
Briggs Manufacturing............ 55 s* $7 
rr 38 2 5.2 
Young Spring & Wire............ 44 3 7.0 


* Plus extras. 























had the building stocks been at a level that discounted the 
future less optimistically. 

Nevertheless, despite a present tendency to lag and de- 
spite the possibility of keen competition between one com- 
pany and another and one material and another, it does not 
seem likely that the building stocks will be able to resist 
for any considerable time the upward pressure of mounting 
volume. It is not to be forgotten that the peak of the last 
residential building boom took place ten years ago and that 
depreciation, obsolescence and fire have been taking their 
toll ever since, to say nothing of the new housing required 
to take care of the increased population. Normally, the 
over-built condition that resulted from the last boom would 
have been worked off half a dozen years ago. Unfortunately, 
it was then that the depression was becoming deeper and 
deeper. Unemployment and reduced wages drove people 
to double-up with their relatives and friends; distress houses 
became a glut on the market. The Government through 
the Home Owners’ Loan Corp. and other agencies, however, 
largely underwrote the real estate market and now that there 
has been a measure of recovery, the construction pendulum 
has begun to swing the other way. That it will be a big 
swing, probably resulting finally in a boom, seems certain 
because of the length of time it has lain suppressed. 

Although automobile production and sales continue to 
hold up unexpectedly well, the industry is turning its 
thoughts more and more to the new models. Because the 
end of the present styles is definitely in sight and because 
it is as yet too early to know a great deal about the new 
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ones, it is not easy to appraise the prospects of the different 
automobile and automobile accessory companies. We do 
know that the industry as a whole should have another good 
year in 1937 and that, unless there should be a reversal of 
present tendencies, the medium priced cars will continue to 
give an exceptionally good account of themselves. This rep- 
resents a distinct contrast to the state of affairs existing a 
year or two ago when Ford, Chevrolet and Plymouth were 
taking an ever-growing proportion of the total market. 

Among the automobile companies proper, General Motors 
and Chrysler will continue to be the choice of the more 
conservative, but with Hudson and Studebaker both through 
the pay-point it may well be that the latter offer greater 
speculative opportunity. Also, while not listed in the table 
above, Nash and Packard are not without their speculative 
attractions. The better automobile accessory companies can, 
of course, be expected to continue receiving their fair share 
of the available business and, in addition, most of them can 
offer the investor the advantage of diversification through a 
number of different lines. 





Larger Profits for Tool Builders 


Recent Current 
Name Price Dividend Yield 
Bliss, E. W... Joete $19 
Chicago Pneumatic Tool.......... 16 
Fairbanks Morse . Ren ‘ 49 
Foster Wheeler..... Seen 27 
National Acme... ; ‘ 14 


Common Stocks for Income and Price Appreciation 


Allis-Chalmers. .. 5 aes 44 $1 2.3 
Caterpillar Tractor.... 12 2.8 
Food Machinery... . ; 33 1 3.0 
Ingersoll-Rand.... ; 129 s* 1.6 
Mesta Machine... 48 3 6.2 
Starrett L.S...... on 26 1.40 6.4 





* Plus extras. 





a 


The generally favorable outlook for manufacturers of 
machinery and tools is based on the widespread under-main- 
tenance of the depression years. During this period de- 
preciation and obsolescence proceeded as usual but, because 
of declining business and lack of funds, companies were 
loath to spend money for new tools and machinery or even 

(Please turn to page 442) 
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Significant Foreign Events 


By Ggorce BERKALEW 


Foreign Representative of THE MAGAZINE OF WALL STREET 


The Way of the Economic World 


The idea of collective security has been tried and found 
wanting, but the disheartening failure of the League as a 
clearing house for controversies in no way diminishes its 
value as an active organization for the accumulation of col- 





Nesmith Photo 


Geneva—Seat of League which may become nothing more 
than a clearing house for economic information 


lective statistics. The report of Harold Butler at the twen- 
tieth International Labor Conference in Geneva is an 
example of this relatively inconspicuous but nevertheless 
important function. 

In context, the report may be construed as a balance sheet 
of world economy. On the asset side is noted an improve- 
ment in the index of industrial production in Chile, Den- 
mark, Finland, Greece, Hungary, Japan, Norway, Rumania, 
the United Kingdom, Sweden and the U. S. S. R. These 
indices either equal or exceed the 1929 level, while German 
output is only slightly below the volume of that year. 
Marked progress is also reported in Belgium, Czecho- 
Slovakia, Italy, Canada and the United States. Statistics 
for France and the other “gold bloc” countries show prac- 
tically no change, although there is universal tendency 
towards the absorption of higher raw material prices with- 
out entailing a corresponding increase in the price of finished 
goods. Another account on the asset side of the inter- 
national balance sheet is a gradual but perceptible decline in 
unemployment throughout the world, approximating 15 per 
cent for the last twelve months period, 32 per cent 
since 1932. 

On the opposite side of this year’s statement are posted 
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two major liabilities: first, the contingent liability of “gold 
bloc” currency revaluation; second, losses accruing from 
slack commercial exchange. Although according to League 
statistics the volume of world trade shows a moderate rise 
from 71.1 to 79.4 between the first quarters of 1935 and 
1936, restrictions in force, such as quotas, upward tariff 
revisions, and clearing arrangements, have impeded the 
normal revival of international business. Even this moderate 
improvement may be attributed in a large part to extraor- 
dinary circumstances, notably the manufacturing and dis- 
tribution of war material. In other words, the recovery 
has been more evident within the adjusted economies of 
individual countries than in the international field as a 
whole. 


Great Britain Skims the Cream from Insular Profits 


Indices of business conditions in Great Britain suggest 
that a satisfactory level of activity has been maintained. 
The trend of production which reached its low of 93 in 
September of 1932 (1924 = 100) followed an upward 
secular trend to 118 in April, 1935, and dipped sharply 
during the course of June, then regained the record peak at 
the end of the month. 

Forces working for recovery have been stimulated by 
forward rearmament orders, and the tail of the building 
boom, apparently still wagging vigorously, contracts awarded 
last month exceeding those approved a year ago. Iron and 
steel and machinery industries, which have already forged 
ahead of other branches in the industrial field, show signs 
of diminished expansion. Still, the erection of factories and 
workshops to accommodate armament requirements, together 
with the increased purchases of automobiles by dealers, 
indicate that certain key industries have not yet reached 
their peak of activity. In contrast with their former high 
level of production, the majority of capital equipment in- 
dustries, a representative number of consumer goods con- 
cerns, as well as the coal and textile enterprises, are still 
operating well below capacity due to the prolonged stagna- 
tion of export demand. 

England is finding it not only increasingly difficult to 
effect a migration of labor from distressed areas to more 
specialized and more prosperous industrial centers, but she 
is also encountering an ever-increasing sales resistance in 
former colonial markets. India has already repudiated her 
adhesion to Empire trade restrictions imposed by the 
Ottawa Conference. Economic development in Canada, 
South Africa and Australia has grown beyond the infant 
industry stage, and the colonies may be expected to pull a 
stronger oar in the competitive race for outlets, formerly 
considered tightly sewed up by British commercialism. 

A shrewd policy of foreign lending coupled with time- 
honored methods of exerting pressure in the form of political 
blackmail abroad, may retain Great Britain’s position of 
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number one overseas trader for a limited future period. 
At present England is occupied almost exclusively with 
skimming the cream from insular industrial products, smugly 
refuses to see the writing on the wall, prophesying in bold 
letters the end of Empire building—the beginning of Empire 
disintegration. 

“x WwW 


Germany—Financing Nationalism 


Germany emerges a flagrant case in point of intensive 
nationalism in its latter stages; illustrates with vivid reality 
the successive steps toward complete usurpation of economic 
power by dictatorship leading by irrepressible evolution to 
state bankruptcy. 

Dr. Schacht launched the new 4/2 per cent State Loan of 
700 million marks with a patriotic declaration—that it is the 
duty of every citizen to subscribe in return for the benefits 
he has received from the new labor and economic legisla- 
tion instituted by the National Socialist Party. How far 
every German citizen can be persuaded that it is his duty 
to contribute further to the consolidation of the state debt 
remains to be seen. This conjecture is in reality immaterial, 
since free subscription is generally taken care of by indus- 
trial employers or State organizations independently from 
the desire of the citizens concerned. The accumulated value of 
consolidated issues amounted, by the end of March, 1936, to: 
500 million 4Y%2 per cent Treasury Bonds of May, 1935; 
830 million 472 per cent loan 1935 first issue, and 585 mil- 
lion in a second issue; a 250 to 300 million loan taken over 
by insurance companies in 1936, making a total outstand- 
ing of 3.3 to 3.4 billion marks. It is expected that the 
money thus put into circulation for the development of 
public works should logically and properly return to the 
vaults of the State Treasury since Germans, as good citizens 
and nationalists, could not conceivably have a better method 
of employing their individual capital and savings. The 
prospectus of the new loan states euphemistically that 
credit conditions are so favorable that it was decided to 
offer this issue to the public now, instead of in the autumn, 
“in order to drain the market of free money in circulation.” 

The question is—what does the middle class banker, mer- 
chant or manufacturer think of lending his money under 
conditions of patriotic duress? The opinion of this class is 
confused, torn between loyality toward the Fuehrer, and 
resentment against the deprivation of personal liberty. All 
seem to agree at present that the National Socialist regime 
suits the country; a regime dedicated to the task of warding 
off the Communist danger and a general disintegration of 
modern European civilization. All trust in the entire 
honesty and sincerity of Hitler; all admit a general recon- 
struction and progress. The work of propaganda has suc- 
ceeded. Only a few see in this economic progress the begin- 
nings of a great boom or flourishing epoch; others shake 
their heads in wonder, fail to see any material basis for the 
much vaunted reconstruction. Ironically, no one is able to 
formulate a definite conception of the mechanism of the 
financial system, the coverage of notes in circulation, or the 
seemingly endless rotation of Treasury bills. These Treasury 
notes are vaguely described as state obligations, guaranteed 
by “the general wealth of the totality of the population.” 
Unless the total capital assets of the state are operated on a 
profit paying basis, the real wealth of the population is prac- 
tically nil, the value of the Treasury Promissory Notes 
intangible. Hence the Nazi party is faced with the neces- 
sity of finding additional assets of more tangible earning 
power either in the form of new continental markets or 
hh? sources of raw material supplies—more preferably 

th. 


The latter of these two issues is expected to come up 
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almost immediately for discussion in the Parliament now in 
session with a claim for the return of all former German 
colonies—unconditionally. For Hitler the colonial problem 
is not as simple as that. It is not a question of ask and 
they shall be given unto you, but rather seek and ye shall 
find. 


wv wy 
The Congo—A New Source of Cotton, Copper and 
Tin 

Colonial possessions have a way, more often than not, of 
proving a liability rather than an asset for the mother 
country. While most imperial powers are checking the 
deficits, both financial and commercial, of colonial exploita- 
tion, the Belgian Congo is paying dividends. But profitable 
colonial development engenders potential competition in 
other producing centers. For example, if the output of 
certain Kantanga non-ferrous metals was not subject to cartel 
control, the production of American copper and Malayan 
tin might be seriously deranged. For the present, no re- 
strictions have been necessary for Congo cotton, yet the 
crop is improving in quality and quantity, fast enough to 
justify the extension of existing railways, and the intensifica- 
tion of river services to the Uele Province. In copper and 
cotton, the Congo promises to become a runner-up in the 
international competitive field. 

Belgian cotton, like Brazilian cotton at one time, remained 
a myth for decades. In 1930, however, 30,000 metric tons 
of cotton seed and 10,000 metric tons of cotton fibre were 
shipped out of the colony. During 1935, exports increased 
roughly by 150 per cent. Cotton seed amounting to 77 
thousand tons were thrown on the world markets last year— 
bulked large enough to make an impression. Twenty-six 
thousand tons of cotton bales were shipped not only to 
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Clearing ground in the Belgian Congo—Cotton grown here 
is becoming increasingly important 


Belgium, but also to other American markets—notably 
Holland, Switzerland and Germany. Belgium still takes 
about 3242 per cent of her raw cotton requirements from 
the United States, a similar amount from British India, yet 
already the Congo occupies third place supplying 20 per cent 
of total Belgian imports. 

Congo copper has entered directly into American com- 
petition with Germany. According to the German devisen 

(Please turn to page 442) 


415 











Re-Appraising the Oils 





What Should the Investor's Position Be 
Now and What are the Trader’s Prospects? 


By Barnasas Bryan, JR. 


‘The investor should hold such oil securities as he now 
owns and should buy more on market weakness. Despite 
the alarms to the contrary, the improvement in the funda- 
mentals of the industry which became evident in 1934 con- 
tinues as rapidly as expected and gives evidence of going 
much further. Oil company earnings are now better than 
in 1935. 

To the speculator the present situation is a little more 
complex. He must decide whether to accept the idea that 
prices must decline because gasoline stocks are larger than 
last year, or to believe that intelligent men seeking a profit 
can act together for the purpose of lowering gasoline inven- 
tories. If co-operation is to succeed during the next few 
months, then the oils should be bought at once for specula- 
tion; if oil men fail to follow proration this summer in 
production and refining, there will be price cutting in the 
fall. Thus the investment trend depends on natural factors, 
while the speculative outlook is 


the production per well. The field now has over 20,000 
wells and the production per well is nearly down to twenty 
barrels per day. The time is not far distant when drilling 
more wells will not increase the effective production of the 
field if the pressure is to be conserved in a rational manner. 
Two-thirds of the wells are now being pumped and as the 
remainder stop flowing the field will settle down to sanity 
and no longer be a threat to oil prices. These remarks 
should not be construed to mean that the field is played out, 
for East Texas will produce an immense amount of oil and 
for many years. The point, however, to the investor is the 
rate of production and its effect on prices. 

Many of us do not appreciate the several ways in which 
East Texas has been the cause of depression in oil. It has 
many owners and their number has been a stumbling block 
to sensible control of operations. The oil produces too much 
gasoline and not enough fuel oil for the American market. 
This acts to stimulate the refin- 
ing of oil to get fuel and furnace 





related to the human factor. 
Recent investment news of | 


OIL PRODUCTION oil 


and results in the over 
production of gasoline. The 





crude oil is encouraging. The 
Rodessa field, about which there 
has been so much talk, is show- 
ing water in many wells. This 
indicates that the field may have 
been over-rated. There will be 
many more wells drilled and the 
production of the field will have 
to be held down by proration 
for many months. Present in- 
dications are that in the future, 
wells will show water more 
quickly than in the past, and 
that producers will become more 
amenable to the restraint of q 
proration, due to the fact that ¢ 
the wells will produce so much 
more oil if it is taken slowly. 
Thus, in spite of the number of 
wells and the ultimate oil pro- 
duction, the rate of production 
will soon have to be held down 
in order to prevent churning 
the water up into the oil. 

East Texas is in a more ad- 
vanced stage of pressure decline. * i Ee 
In the month from May 12 to . 















! 
GASOLINE CONSUMPTION 


tariff on heavy crude and fuel 
oil from Venezuela, imposed at 
the behest of the independent 
refiner, has distorted supplies 
for existing markets and in 
creased gasoline inventories. This 
potential situation will continue 
| so long as the East Texas type 
== of oil is produced in excess and 
the price of fuel oil stays so low 
in relation to the price of coal. 
As East Texas decreases in 
importance, more will happen 
than just the loss of so much 
production. If that production 
is replaced barrel for barrel by 
oil like that from Rodessa or 
West Texas, the situation will 
still be vastly improved. This 
would put the production con- 
trol on the major product, gaso- 
line, where it belongs. It would 
stimulate cracking, by which 
|| means we get the anti-knock 
|| fuel which is necessary to the 
| 
| 














June 12, the pressure fell 7.5 | an ee 


modern car. It would work for 
SND Pe ee || = conservation by putting a pre- 
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J} would eliminate skimming crude 
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oil just to get the fuel oil. It would tone up the entire 
business, even down to the retail station, by bringing the 
industry back to economic reality where operations are con- 
trolled by the demand for gasoline, the product which justi- 
fies its existence today and brings in the cash. 

The oil industry itself could work out of the present 
position very quickly by introducing the idea of seasonal 
variation into the operation of proration. The demand for 
gasoline is greatest in the summer and smallest in the winter; 
the demand for fuel oil is just the opposite. What could be 
more sensible than to decrease the quotas for the high gaso- 
line fields in the winter and increase the quotas for the low 
grade oils at the same time. As summer came on the rela- 
tive size of the quotas could be reversed and on the annual 
basis each field would get about the same production that it 
does under present methods. But the inventory position 
would then remain more normal throughout the year and 
the oil companies would make more money. Is the industry 
capable of that much co-operation? 

These basic considerations of production, quality of oil 
and policy of proration should be the main points of study 
by the investor. So long as demand continues its astound- 
ing advance, the presence of a few millions of barrels of 
gasoline more than we had last year is of small moment. 
Were stocks as low as a year ago, with demand running three 
or four per cent ahead of expectations, the industry would 
be in a fever of excitement. We would again be hearing of 
the fact that no new important fields have been opened this 
year, we would talk about the water at Rodessa and the 
Oklahoma City extension, the small effective shutin produc- 
tion in California and the loss of pressure at East Texas. 


The Speculator 


Under proration, the speculator takes his chance on the 
major trend of the whole market and the effectiveness of oil 
control. Ever sirfce 1928, the industry has been capable 
of producing more oil than was needed. It has faced ruin 
except for control and will continue to do so for a year or 
two at least. It will be a calamity when that is not true, 
because it will herald the exhaustion of our cheap oil and a 
general advance in the cost of gasoline to the consumer. 
With our universal dependence on liquid fuel, it is insanity 
not to see our supply of oil far enough ahead to create the 
need of control in its production. So we must continually 
make more effective our methods of proration. The ups and 
downs of progress in proration are the realm of the specula- 
tor, and the trend, that of the investor. 

The weakness in the oil securities this spring is a result 
of a lowering in the effectiveness of proration for a few 
months. We produced a little too much crude oil because 
the state of Louisiana wanted the taxes from Rodessa pro- 
duction and would not cut back the quota of the field to 
market demand. On the side, we refused to put up the 
price of fuel oil and ran the refineries a little too much in 
order to keep down the price to the consumer. This is a 
beautiful example of how competition works in favor of the 
consumer. 

As we now enter the season of maximum gasoline con- 
sumption we have inventcries which are larger than we like, 
but we also have gasoline demand running ten per cent 
ahead of last year. If we find the day’s supply of gasoline 
as of April 30 of this year and last, we discover that last 
year we had 56 days’ supply at the April rate of demand 
and that this year we have all of 57 days’ supply. Of course 
inventories do not need to go up in proportion to demand, 
but the demand does decrease the pressure of stocks of gaso- 
line and in this case will probably result in supporting the 
present price structure throughout this season. 

Crude oil stocks are actually lower than a year ago, but 
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Propane towers at Socony's plant at Paulsboro, N. J. 


have increased somewhat since February. At present the 
rise has been halted and they have again started to decline 
slightly. If the renewed zeal for proration works through 
the summer, crude oil stocks will possibly decline consider- 
ably, since the cause of the spring rise at Rodessa and Okla- 
homa City is waning because of the appearance of water. 
Granting that the demand for oil products will continue at 
the indicated high rate, there should be no addition to 
storage of crude oil before the late fall, and not then unless 
the discovery of new fields or extension of old ones changes 
the present outlook. 


The Big Question 


Just as some investors have taken fright at gasoline stocks 
this spring, so have some of the oil people themselves. This 
provides the cure which corrects the trouble. The states ot 
the Interstate Compact, which includes most of the oil- 
producing states except California and Louisiana, have taken 
it upon themselves to cut quotas for July below those given 
by the Bureau of Mines. Likewise the proration authorities 
of the states of Texas and Louisiana are to meet this month 
to work out a proper basis of proration of the Rodessa field 
since it extends into both states. These things are done to 
reduce gasoline stocks and will accomplish that result pro- 
vided that the refiners follow suit. Granted that the industry 
follows this plan, inventories will reduce themselves under 
the summer demand and the fall months will find stocks 
below normal for gasoline, firm prices for oil products and 
an extra low inventory of fuel oil. The real speculative 
question is whether the oil men will keep cool and make 
money this year or will get excited over the big demand 
for gasoline. 

The human factor is usually excluded from the calm con- 
sideration of economics. This may be the difficulty with 
new deals and managed currencies. It leaves one in some 

(Please turn to page 440) 
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For Profit and Income 


Leverage in the Utilities 


With output of electric power estab- 
lishing new high records and at a time 
of year when the days are long and the 
consumption of electric current for 
lighting presumably less, investors and 
speculators apparently are losing their 
fear of political agitation, government 
competition, higher costs, higher taxes, 
etc. The appreciation in the pre- 
ferred stocks of some holding com- 
panies—stocks with a large 


same people like to read of Brazil 
dumping in the sea 36,588,000 bags of 
coffee (the actual amount eliminated in 
five years of destruction). They re- 
joice when every third row of cotton is 
ploughed up and clap their hands at 
the slaughter of 5,000,000 little porkers. 
They think that a flood in Pittsburgh is 
a fine thing because of “all the labor 
and materials that will be needed to re- 
build the city” and when New York is 
buried under two feet of snow they 


exactly the same way that earthquakes, 
fires and wars are disasters. 


* * * 


Taxes Cause Trouble Again 


Passed by the legislature and signed 
by the governor, the tax on the extrac: 
tion of sulphur in Louisiana is now $2 
a ton instead of 60 cents as formerly, 
Freeport Texas was notably weak on 
the news. Just beginning to overcome 

operating difficulties im 





factor of 
been nothing short of sensa- 
tional. American Power 


& Light $5 preferred is 


leverage —has (= 





Coming Dividend Meetings 


—=] posed by nature at its new 
i} deposit at Grande Ecaille, 
| man has to step in and mar 
a generally favorable out- 


selling around $69 a share Company som ca aeome look! Possibly, however, 
currently, compared with Allegheny Steel... .. July 20 Regular 25 cents. it may mean that Freeport 
the year’s low of $36: American Tobacco.........July 29 Regular $1.25. will taper off Louisiana 
Electric Power & Light Armstrong Cork..... .July 22 More than regular 3744 cents. output and _ concentrate 
$6 pre ferr ed at 77. Borden Co...............July 28 Regular 40 cents. more upon Hoskins Mound 
against a low of $29: Burroughs Adding Machine.July 28 More than regular 15 cents. in Texas. Texas Gulf 


Standard Gas & Elec- 
tric $4 preferred at $19, 
compared with a low of $9. 
And then on the New York 
Curb Exchange, Cities 
Service Power & Light 
preferred, Illinois Power 
& Light preferred, North 
American Light & 
Power preferred are 
among those that have made ne 





Caterpillar Tractor... ..July 21 Regular 50 cents. Sulphur was hardly af- 

Coca-Cola................July 27 More than regular 50 cents. fected by the Louisiana tax 

eieacioh > otecnee ..July 22 Regular 12'4 cents. news, for by far the greater 
onsojidated Edison N.Y... July 27 More than regular 25 cents. | Ps eee i 

Inland Steel........ .July 28 More than regular 75 cents. oe pel ghagacorsseen aig oa 

Liggett & Myers... .July 22 Regular $1. Texas ils alta 

Monsanto Chemical. July 28 Another extra. ee 

National Lead..... ..July 28 More than regular 12!% cents. * 

Penick & Ford..... .July 28 Regular 75 cents. 

Westinghouse Electric.....July 29 Regular $1. Foreign Holders of 


American Securities 








a similar showing. Three 

or four years ago, most of these stocks 
could have been bought for a dollar or 
two a share. This is an enormous rise, 
but despite it, if the present trend of 
electric power output continues, and 
there is no reason to expect that it will 
be reversed, they are likely to move still 
higher. Moreover, the repudiation of the 
“New Deal” next November is by no 
means an impossibility and, if it were, 
the stocks of these holding companies 
should reflect it in no uncertain terms. 


* * * 


Sidelights on the Drought 


Advocates of the theory of “pros- 
perity by destruction” undoubtedly 
read the drought news with beaming 
faces; grains have been soaring the 
price limit, therefore all is well. These 
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never fail to remark on “the jobs it 
gives poor devils digging the place out.” 

However, there is another side to 
the _ picture. Great Northern 
dropped $10 a share on the drought 
news, Northern Pacific even more. 
These roads will have less freight to 
carry. Corn Products, which was 
doing nicely, declined from $82 a 
share to $72. Faced with the higher 
cost of raw material, the company has 
raised prices and is likely to operate 
under a narrower profit margin with a 
smaller volume of business. Farm 
equipments, whose outlook not long 
ago was the best in years, have been 
sold on a prospective loss of farmer 
purchasing power. 

No, let us keep one thing straight in 
this world of topsy-turvy economics: a 
drought’s a drought and a disaster, in 


and the New Tax Law 


At one time when the new tax bill 
was in the formative stage it was pro 
posed that the foreign holder of Amer’ 
ican securities be taxed some 25 per 
cent of any income he might derive 
from them—a suggestion which caused 
widespread consternation in London, 
Amsterdam and elsewhere. In view of 
this, foreign holders of American se’ 
curities undoubtedly will be interested 
to know that the tax bill as actually 
passed imposes a levy of only 10 per 
cent on their income and that any capt 
tal gains are wholly tax-exempt. This, 
of course, applies to non-resident alien 
individuals and corporations not doing 
business in this country; mere buying 
and selling securities through a broker 
here is not “business.” If they carry 
on a business, they pay full normal tax 
and surtaxes. 
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Although in many respects it is only 
just that foreigners should pay some 
tax from incomes derived from this 
country, the course we have just taken 
is hazardous and establishes a precedent 
that may well be a boomerang. In the 
first place, it is to be remembered that 
foreigners rely on the income from their 
American securities for dollars with 
which to pay for American cotton and 
other exports; in the second place, the 
United States being a creditor nation 
stands to lose much more should foreign 
nations decide to tax those that hold 
their securities than she could ever gain 
through the taxation of foreigners hold- 
ing her securities. 


Dow Chemical 


Reporting for the fiscal year to May 
31, 1936, the Dow Chemical Co. 
showed earnings of $4,384,510, after 
depreciation, taxes and other charges. 
This was equivalent to $4.42 a share on 
each of the 945,000 shares of no-par 
common stock outstanding. For the 
previous year $3.32 a share was re- 
ported. Dow is an extremely progres- 
sive chemical organization. The busi- 
ness, founded on brine wells, has been 
expanded and it now includes a wide 
line of synthetic organic chemicals. 
One of the company’s most interesting 
products is Dowmetal, a magnesium 
alloy even lighter than aluminum. The 
stock of Dow Chemical is actively 
traded on the New York Curb Ex- 
change. Current price is around $113 
a share and, while this is more than 
twenty-five times the year’s earnings 
that have just been reported, the com- 
pany is one with dynamic possibilities, 
something for which today’s investor 
seems always ready to pay heavily. 


Factors to Watch in Retail Trade 


Retail trade has held up exception- 
ally well so far this summer. June was 
one of the best months in years: de- 
partment store, mail order and chain 
merchandisers enjoyed sales on the 
average well over 15 per cent better 
than in June a year ago. With the 
automobile industry, steel and business 
generally holding up better than had 
been expected for the season, coupled 
with the distribution of the soldiers’ 
bonus, it was a reasonable hope that 
July and August would make a good> 
showing. Two clouds, however, have 
now appeared and must be watched. 
The first, the drought, is expected to 
affect retail trade adversely throughout 
the distress area, despite the payment 
of doles on the part of the Federal Gov- 
ernment. The second is the possibility 
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of a steel strike. Should such a develop- 
ment actually occur, retail trade in the 
steel towns undoubtedly would suffer. 
Holders of such stocks as Kaufmann 
Department Stores, Pittsburgh retailer, 
and Marshall Field of Chicago will be 


particularly irterested in the outcome. 


* * * 


National Dairy 


In recent weeks the stock of Na- 
tional Dairy Products has crept 
slowly and unspectacularly forward to 
a succession of new highs. It is be- 
lieved that the company is doing par- 
ticularly well with its ice cream this 
year and that the rise in commodities 
as a result of the drought will relieve it 
of inventory problems. At today’s price 
of $28 a share, the stock of National 
Dairy affords a yield of about 4/2 per 
cent on the basis of the regular $1.20 
dividend. However, as this year’s earn- 
ings are estimated to be running not so 
very far from double dividend require- 
ments, stockholders may be beneficiaries 
of a larger distribution. 


* * * 


Conflicting Telephone News 


Owners of stock in the American 
Telephone & Telegraph Co. have 
been recent recipients of a considerable 
amount of good news and a not incon- 
siderable amount of bad. They learned 
that for the first time since 1929 the 
Bell System gained stations during 
June. The gain was 28,000 stations in 
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June, this year, compared with a loss 
of 8,300 in June, 1935, and a gain of 
78,200 in May, 1936. Also on the con- 
structive side was the report of ATT 
to the Federal Communications Com- 
mission showing for the first five 
months of this year gross income of 
$43,897,971, against gross of $38,573,- 
068 in the corresponding period of 
1935. Net operating income for the 
first five months of 1936 was $9,311,- 
219, compared with $6,325,449 in the 
corresponding previous period. These 
figures do not include non-operating 
income and charges, such as dividends 
and interest received and rentals paid. 
Tending to offset these favorable devel- 
opments was the report that the New 
York Telephone Co., ATT’s largest 
subsidiary, had accepted the order of 
the Public Service Commission to re- 
duce charges, estimated at $4,200,000 
annually. Likewise, the Michigan Bell 
Telephone Co. has agreed to a reduc- 
tion in charges, estimated to save sub- 
scribers $1,500,000 annually. Also, this 
subsidiary was ordered to pay ATT 
$200,000 instead of $439,000 under a 
license contract for certain long dis- 
tance equipment. 


* * * 


Machine Tools 


Soaring to 128.8, the June index of 
the Machine Tool Manufacturers As- 
sociation served to call attention anew 
to the favorable prospect enjoyed by 
companies in this field. The mark of 
128.8 was 8.3% over the preceding 
month and 41.3% above the figure of 
a year ago. With the automobile in- 
dustry facing an active future as soon 
as the change-over to the new models 
is made and with industry generally 
embarked upon widespread plans of 
modernization and renovation, manu- 
facturers of machine tools have no 
quarrel with the outlook. Possibly the 
thing that is most troubling them is the 
acute shortage of skilled labor. This 
has tended to raise labor costs and 
make smooth-running capacity produc- 
tion hard to attain. Mesta Machine, 
National Acme and Bullard, all 
companies whose stocks are quoted on 
the New York Stock Exchange, are 


representative of the field. 


Savings at New High Record 


After all the talk of inflation among 
professional economists, the constant 
increase in the deposits of savings banks 
shows that such fears are anything but 
general. In New York State, deposits 
in mutual savings banks rose more than 
$23,000,000 during the first half of 

(Please turn to page 442) 
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Speculations in Bonds 


Selected Second Grade Issues Have 


Possibilities for Price Appreciation 


By J. S. WrituiaMs 


Ln THE MAGAZINE OF WALL STREET dated July 4, the 
pros and cons of a possible bear market in gilt-edge bonds 
were discussed in detail and the opinion was submitted that 
any impending decline would be more likely to be gradual 
rather than precipitate. However one may feel about the 
outlook for high grade bonds, there can be little doubt that 
present circumstances strongly favor the further recovery of 
second grade and speculative bonds. This class of bond is 
likely to be affected but slightly, if at all, by those factors 
governing the market movements of high grade investment 
issues. Second grade bonds are responsive, at least up to 
the point where they are clearly entitled to a higher rating, 
to the same factors which determine common stock values, 
viz., the industrial prospects and trend of earnings of the 
issuing company. 

Despite the advances in many such issues over the past 
two years, the bond buyer is still left with a wide choice of 
second grade and speculative bonds, among which are some 
which will undoubtedly enjoy substantial enhancement in 
value, in the months ahead, while others invite investment 
consideration for the generous yield obtainable. It should 
be clearly understood, however, that the purchase of such 
bonds is largely in the nature of a speculative undertaking, 
making it necessary to employ the same precaution and 
discrimination as in the case of commitments in any financial 
venture involving something more than a normal risk. 

A diversity of choice is presented in the appended list, 
but all of the represented issues appear to have rather well 
defined possibilities for price appreciation and most of them 
offer the added inducement of a liberal yield. Several of 
these issues have been selected arbitrarily, and without 
prejudice to the others, for special analysis. 


Central States Electric Corp. 


Deb. 54%’s 1954. Recent Price 73, Current Yield 7.5%. 


The Central States Electric Corp. is in the nature of a 
hybrid, partaking of the characteristics of both a holding 
company and an investment trust. As of May 15, last, the 
company in a report to the S E C disclosed its various hold- 
ings, among which were 580,489 shares of North American 
Co. common stock, and 1,989,755 shares of class B and 
2,100 shares of class A stock of the American Cities Power 
& Light Corp. In addition, the company held 771,989 
shares of common and 1,175 shares of preferred stock of 
the Electric Shareholdings Corp.; 3,900 shares of Detroit 
Edison; and 30,000 warrants of Atlas Corp. While the 
company held a number of other investments in its port- 
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folio, these were the principal and most valuable ones. 

It is at once apparent that the company is heavily de- 
pendent upon its investment in North American Co. shares, 
which currently has a market value of some $18,000,000. 
Moreover, Electric Shareholdings, which Central States con- 
trols jointly, holds 381,737 shares of North American com- 
mon. North American is one of the more conservative of 
the public utility holding companies and it is believed that, 
even in the event that the Public Utility Act of 1935 is 
upheld, of which there is well founded doubt, the company 
could comply with its provisions without undue hardship. 
Meanwhile the earnings of North American have shown 
encouraging gains. Net last year was up 24 per cent and 
for the twelve months to March 31 last the common stock 
earned the equivalent of $1.45 a share as compared with 
$1.07 in the same period of 1935. 

Central States Electric Corp. has two issues of debentures 
outstanding: $14,094,000 5’°s due 1948 and $23,099,000 
5Yy’s due 1954. The asset value of the company’s principal 
holdings at the present time is equivalent to somewhat better 
than $1,000 for each of the two issues of debentures out- 
standing. Income received from interest and dividends is not 
sufficient to fully cover interest on the debentures and ex- 
penses, and the deficit is made up by the sale of securities 
from the portfolio. At the end of last year, the company 
had cash of $2,065,212. A further rise in the value of 
North American shares is certain to be reflected in the value 
of the debentures. The 5!/2 per cent issue, currently selling 
at 73, gives a current yield of 7!4. per cent, with which 
is combined interesting possibilities for speculative appre: 
ciation. 


General Steel Castings Corp. 


lst Mtge. 5'1%’s 1949. Recent Price 85, Current Yield 6.5%. 


A spread of nearly twenty points in the current price 
range of the General Steel Castings 5!/)’s 1949 is a reflec: 
tion of the semi-speculative position held by the bonds. 
Actually, however, the bonds are more secure than many 
issues which have displayed a greater degree of market 
stability. The company manufactures steel castings for 
railroad rolling stock, chiefly the steel underframes used in 
the construction of locomotives, freight and passenger cars. 
Control of the company is shared by four leading manu- 
facturers of railway equipment: American Locomotive, 
American Steel Foundries, Baldwin and Pullman. The ex- 
tended period of restricted business experienced by the rail- 
road equipment industry is an old story, and General Steel 
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Castings has not shown a profit since 1930. Recently, how- 
ever, the industry has shown more encouraging signs of sus- 
tained revival and orders booked by the leading manufac- 
turers this year have been substantially larger than for some 
time. With the benefit of further recovery in railroad traffic 
and revenues, there is sound basis for anticipating further 
recovery in the industry, for the great need for new railway 
equipment cannot be questioned. 

Fortunately, General Steel Castings was well equipped 
financially to weather a prolonged lean period, and still is in 
a position to withstand a further period of sub-normal or- 
ders. Current assets, including cash of more than $4,000,000, 
amounted to nearly $6,000,000 at the end of last year, while 
current liabilities were only $752,400. The first mortgage 
bonds are outstanding in the amount of $17,000,000 and 
secured by a first mortgage on two of the company’s im- 
portant plants. Last year, the company showed a deficit 
of $2,510,194 as compared with a deficit of $1,709,116 in 
1934. In both years, however, about $1,165,000 of the 
deficit was accounted for by depreciation write-offs, so that 
actually the company was not out of pocket the full amount 
of the deficits. A deficit in the first quarter this year was 
moderately larger than a year ago, but results in the second 
quarter promise to reverse this trend. 

The bonds have recovered nearly ten points from their 
low this year. At recent levels around 85, however, they 
combine an attractive yield and profit possibilities. 


International Paper Co. 


Ref. S.F. 6’s 1955. Recent Price 85, Current Yield 7.0%. 


Several years ago the International Paper Co., completed 
the segregation of its extensive public utility and water 
power properties from its paper-making activities. Control 
of all utility properties is now vested with the International 
Hydro Electric System, 


somewhat less than $20,000,000. The bonds, subject only 
to $15,000,000 Ist and refunding 5’s 1947, are secured by 2 
mortgage on substantially all of the real estate, paper mills 
and other fixed properties now owned by International 
Paper. The bonds are additionally secured by the pledge 
of the entire capital stock and about $15,000,000 7 per cent 
gold notes of Canadian International Paper, Ltd., which con- 
trols one of the largest tracts of pulpwood timber and some 
of the most important newsprint and sulphite mills in 
Canada. 

Overproduction in the newsprint industry, forcing prices 
to unprofitable levels, coupled with generally depressed busi- 
ness has prevented International paper from fully covering 
fixed charges since 1930. Since 1932, however, there has 
been moderate but gradual improvement and last year fixed 
charges were 63 per cent covered, after depreciation and 
depletion, as compared with a coverage of 57 per cent in 
1934. Despite the series of unprofitable years, the com- 
pany’s finances have been maintained in a fairly comfortable 
position. After a reserve of $2,102,128 for doubtful ac- 
counts last year, current assets amounted to $44,161,665 as 
compared with current liabilities of $26,657,783. Working 
capital should be further strengthened by the proposed sale 
of $14,500,000 of bonds by the Southern Kraft Corp. 

In the first quarter of this year, the deficit of $402,674 
compared with the deficit of $1,068,996 in the same months 
last year. It is expected that the showing in the second 
quarter will be substantially better. Newsprint production 
has risen steadily, and particularly, the company is cur- 
rently benefiting from the increased sales and higher prices 
for kraft products. Moreover, second quarter earnings will 
be relieved of the expenses incurred by the company as a 
result of floods. 

Concrete evidence of the indicated improvement in the 
company’s affairs should find reflection in higher prices for 
the bonds in question, and as a straight income-producing 
medium they yield about 7 per cent, on the basis of re- 

cent quotations around 85. 





while the paper, pulp and 
other industrial properties 
are held by the Interna- 
tional Paper Co., in the 
capacity of both a holding 
and operating company. 
Both companies are in turn 
controlled by the Interna- 
tional Paper & Power Co. 

Formerly engaged almost 
exclusively in the produc- 
tion of newsprint, Interna- 
tional Paper, in recent 
years, has diversified its out- 
put to include other types 
of paper. An extensive re- 
adjustment of manufactur 
ing facilities has resulted in 
the concentration of news 
print production in Can 
ada and Newfoundland at 


plants which are rated as 


Bond 


Peoria & Eastern 
1st 4s, 1940. 


Central States Electric 
Deb. 5!2s, 1954.... 


Chicago, Indianapolis & Louisville 
Southern Railway 
Deb. & Gen. 6!4s, 1956....... 


General Steel Castings 
1st 5!5s, 1949 


International Paper 
Ref. 6s, 1955 


Walworth Co. 
1st 4s, 1955..... 


Twin City Rapid Trans. 





Second Grade Bonds 
For Profit and Income 


ist & Gen. Gs, 1966. .......... 


Ast & Ref. 514s, 1952.......... 


Southern Railway 


Dev. & Gen. 6!%4’s 1956. 
Recent Price 92 


Recent Current ‘ oO 
Price Yield Current Yield 7.3% 
Pe 861% 49 It has been officially esti- 
mated by officials of South- 
73 7.5 ern Railway that earnings 


of the road this year will 
21} ue be sufficient to cover fixed 
charges and dividends on 


cba apae risnee 7.3 the 5 per cent preferred 
stock. This will be the 
sila ike ” “— first time since 1930 that 
a as a Southern has fully covered 
fixed charges and if present 
Co (OA indications .prove to be a 
reliable criterion, the pre- 
ere 83 6.6 dictions of the management 


stand an excellent chance of 





_— ; being fulfilled. 





among the lowest cost pro 
ducers in the world. Less 
efficient units have either been sold or abandoned and plants 
in the United States are principally engaged in the manu- 
facture of such products as kraft paper, book and bond 
papers, wrapping paper, paper bags, tissue and towel papers 
and envelopes. 

At the end of 1935, total funded debt of International 
Paper amounted to $67,536,646, a decline for the year of 
$1,927,047. The refunding 6’s 1955 are outstanding at 
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In the first five months of 
this year monthly gross revenues of the road have been gain- 
ing on the average of 15 per cent. Gross for May totaled 
$7,464,175 as compared with gross of $6,420,385 for May 
1935, and for the first five months, gross of $37,564,784 was 
more than $4,500,000 ahead of the same period a year ago. 
Moreover, a good portion of the increased revenues is being 
carried through to net operating income. In May net 

(Please turn to page 442) 
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GREYHOUND CORPORATION 





eeting Competition of Lower 


Rail Fares 


An Appraisal of the Prospect for the 


Largest Company in the Bus Industry 


By Epwin A. Barnes 


Morea bus transportation has graduated to the ranks 
of “big business.” An unseasoned recruit, nevertheless, it 
has shown marked aptitude in mastering the complex tech- 
nique of nationwide operations, financial skirmishing, and 
competitive offensive. In short, it is a new industry with 
a promising future. 

Many people may find it difficult to believe, yet it is a 
fact that last year intercity buses carried more passengers 
than the railroads. Bus traffic in 1935 totaled 651,999,000 
revenue passengers, a most healthy gain over the figure of 
378,200,000 for 1934. Railroad passengers, on the other 
hand, dropped about 4,000,000 to 445,995,000 and, while 
gross revenues of the buses were lower than those of the 
railroads, this paradox was the result chiefly of the lower 
basic fares charged by the bus lines. And this gives rise to 
the most vital question affecting motor bus transportation 


today—how will the industry be affected by the reduced 
fares now in force throughout the East? This is the mos 
populous section of the country and it is served by the four 
largest passenger-carrying railroads. Although three of 
these roads have protested vigorously against the order of 
the I. C. C. reducing their basic passenger fares, the fact 
remains that the public can now travel on the railroads a 
a substantial savings over the previous basic rates and, 
judging by early results, the public is taking advantage of 
lower fares in veritable droves. On the other hand, the bu: 
companies have taken the first and most logical step to 
meet the situation. Fares have been reduced, in some cases 
as much as 40 per cent. For the present the matter rests 

there. 
The story of Greyhound Corp. is in a large measure the 
story of the passenger bus industry. The company’s history, 
featured by its growth froma 
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local one-man bus route to the 
y largest and most comprehen 
ana sive bus system in the country, 
\ its operating experience and its 
problems exemplify those o 
the industry as a unit. It fol 
lows naturally, therefore, tha 
the same general conclusion: 
and conjecture as to the pros 
pects for Greyhound Corp 
apply equally to the entire in 
dustry and conversely. 

In attempting to make any 
prediction as to the future o 
bus transportation, it is firs 
necessary to correct several 
erroneous impressions which 
have taken root in the mind 
of the public. Probably th: 
most generally accepted belie! 
is that the transcontinentd 
and inter-city bus has_ been 
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largely responsible for the drastic decline in railroad pas- 
senger trafic. While undoubtedly this is partially true, and 
the railroads have lost some traffic to the buses, it is safe to 
say that these losses have not been nearly as great as many 
people suppose. The private automobile has deprived the rail- 
roads of more fares than any other single medium; airplane 
travel has increased steadily, largely at the expense of the 
railroads; and the depression has been a potent factor. 


Are Rails and Buses Competitors? 


About ten years ago, Ralph Budd, president of the Great 
Northern Railway, decided to satisfy himself to what extent 
the bus lines were eating into the passenger revenue of his 
road. By the simple expedient of checking ticket sales 
over a five-year period in the areas where bus operation 
was prevalent against ticket sales at stations where no 
buses operated, he discovered that the decline in the non- 
bus areas had been slightly greater than the other group. 
He justly concluded that the private automobile was the 
strongest competitor for his passengers. He was powerless 
to do anything about automobiles, but he did have an idea 
about buses—more of which later. 

The bus lines and the railroads are regarded as competing 
mediums and broadly speaking this is true. They are, how- 
ever, competitors in the same sense that Ford and Buick, 
ready-made and custom-tailored clothing or automobile 
camps and hotels compete with each other. The bus simply 
is a more economical means of traveling than either the 
railroad or the private car. Its competitive bid is based 
almost entirely upon pocketbook appeal. It costs the traveler 
much less to go from New York to Chicago by bus, but it 
will take him longer than by train and he will have to 
sacrifice something in the way of comfort and facilities. He 
will lose some sleep and such food as he consumes will 
probably be eaten at wayside stands along the route. To 
many bus travelers the trip is something in the nature of an 
adventure, inspired by the recent success of several romantic 
“movies” in which a bus trip figured prominently in the 
plot. 
Obviously then the bus has scant appeal for the traveler 
pressed for time or one who can afford the greater luxury 
and comfort of an up-to-date Pullman. Neither will the bus 
appeal very strongly to anyone who has the time and means 
to make the trip in his own car. 


Low-Cost Transportation 


The fact that the bus industry has thrived on the demand 
for low-cost transportation has given rise to another gener- 
ally accepted belief which, however, is not altogether sup- 
ported by the facts. There are many people who feel that 
the bus was a somewhat curious offspring of the depression, 
nurtured by the flattened pocketbook of the traveling public. 
In short, a sort of fleeting phenomenon like miniature golf. 
Nothing could be further from the truth. 

The bus business is comparatively young only in its pres- 
ent scope. Local bus lines were in operation twenty years 
ago, many of which were the embryo for the present net- 
work of routes by which one can travel to almost any city 
or town in the United States. There is nothing haphazard 
in the operation of modern inter-city buses. They arrive 
and depart on schedule; the equipment is carefully serviced 
and inspected after every trip; operators are skillfully trained 
and the leading companies identified with the industry con- 
duct their corporate affairs on a scale fully in keeping with 
modern industrial practices. 

Merely because buses provide the cheapest form of travel, 
it does not necessarily follow that once people feel a little 
more prosperous they will scorn the bus for the railroad or 
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buy a car of their own and set out to see the country. The 
probabilities are that those that do so, will be more than 
offset by increased travel on the part of many persons, who 
in recent years have been able to afford littie or no traveling. 
After all, the effects of more jobs and better incomes will 
be relative. 

All of which leads to the point that there is a permanent 
need for low-cost transportation in the United States, which 
the bus companies fulfill, In every field which supplies 
public necessities, there are scores of companies which spe- 
cialize in low-cost merchandise and cater to people with 
limited incomes. The thriving existence of these companies 
affords indisputable evidence of their fundamental function. 
Witness the success of Woolworth, J. C. Penney, Sears, 
Roebuck, Ford and many others. This is precisely the posi- 
tion of the bus in the transportation industry. In that indus- 








| | 
Highlights of Greyhound Corp. 
Miles of bus routes 43,000 
Number of buses... 1,750 
Miles traveled—1935........ 138,000,000 
Capitalization 

fyi) LNG | i rr $808,000 

7% Conv. Pfd. stock—$100 par.. 23,021 shs. 

Common stock............. , 697,947 shs. 
Earned per share 1934. . 5.68 
Earned per share 1935... 7.55 
Earned per share ist 3 mos. 1935. 0.41 
Earned per share ist 3 mos. 1936... 0.25 
Recent quotation................. 58 
1936 Low........ Ai 4834 
1936 High... . ; 8014 
Dividend...... $3.20 
<1 5.6% 














try no organization approaches the stature of Greyhound. 

The Greyhound System extending from coast to coast 
and connecting most of the principal cities in this area is 
comprised of thirteen operating companies, six of which are 
jointly owned with railroads. These roads include Great 
Northern, Pennsylvania, New York Central, Southern 
Pacific, Richmond, Fredericksburg & Potomac, and St. Louis 
Southwestern. Out of the System’s total of about 43,000 
miles of bus routes, operating companies affliated with rail- 
roads account for nearly 26,000 miles. This tie-up with 
some of the leading steam carriers in the country was 
directly the result of an idea conceived by Ralph Budd, 
president of the Great Northern. It was his belief that the 
buses and railroads instead of eking out a cat-and-dog 
existence, mutual advantages would result if both mediums 
were drawn into a single fold. The buses would serve as 
feeder lines and provide services over lines where traffic was 
insufficient to support railroad facilities, while the buses in 
turn would have the benefit of railroad terminal facilities 
and interchanged traffic. The probabilities are that the 
tendency in this direction will continue in the future. In 
addition to this affiliation with the railroads, Atlas Corp., 
a large investment trust, and General Motors Corp. have 
a large stock interest in Greyhound. 

Earlier this year Greyhound had 1,725 buses in operation, 
but with the addition of new units this year the number will 
be brought up more than 1,800. In addition, the company’s 
facilities include service depots, garages and terminal facili- 
ties. One of its most valuable assets, however, are the 

(Please turn to page 439) 
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nvestment Opportunities in 


Stocks Wh 


ich Can Pay 


Larger Dividends 


New Tax Law on Undistributed 


Earnings Will Force Some Increases 


dew tendency of the new Federal 
tax on undistributed corporate earn- 
ings unquestionably will be to increase 
dividend distributions in a period of 
rising business activity and profits. Yet 
no sudden rush of dividend increases 
is to be expected and various qualifica- 
tions and reservations must be kept in 
mind in interpreting this new factor as 
an influence on investment policy. 

The short term and long term effects 
will not be the same. The effect on a 
growing company which needs to plow 
back a considerable proportion of earn- 
ings into its business will differ from 
the effect on a company with adequate 
working capital and reserves. The ef- 
fect on a company in a stable industry, 
such as production of shoes or other 
consumers’ goods, will differ greatly 
from the effect on a company subject to 
wide cyclical swings in volume and 
earnings, such as steel or railroad equip- 
ment. 

Again, corporations may be expected 
to make various changes in financial 
and accounting practices in order to 
offset the increased tax burden as far 
as is legally possible. For example, 
there may be a tendency to spend more 
for current upkeep, to spend more for 
advertising and to set up larger reserves 
in order to reduce reported net income. 
Many companies dealing in volatile 
commodities probably will alter inven- 
tory policies in order to limit taxable 
profits in periods of rising prices. There 
will be a tendency to increase issuance 
of new securities for long term capital 
needs and to increased bank borrowing 
for short term capital needs. There 
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By Warp GatTEs 


will also be a tendency toward payment 
of dividends in stock or “rights.” 

In interpreting the tax with relation 
to the probable dividend policy of any 
specific corporation, one must take into 
account possible bond indentures which 
restrict payment of dividends and the 
claims and status of preferred stocks, if 
any. Finally, it must be borne in mind 
that the Bureau of Internal Revenue 
has not yet issued the regulations which 
must be employed in computing taxes 
under the new system. 

In short, this tax innovation is in- 
volved and complex and most corpora- 
tions will go slow in deciding policies 
relative to it. 

On the whole, it will be wise to con- 
sider the tax merely as one of many 
factors to be taken into account in 
shaping investment policy and as added 
reason for favoring strong and prosper- 
ous companies. Eight such companies 
are briefly analyzed below. 


Fairbanks, Morse & Co. 





marned. 29858... ..666 6.50. $1,465,778 
| Ee a a er 361,940 
Percentage Retained........ ee 





Several recent developments make 
inauguration of a dividend on Fair- 
banks, Morse common stock a logical 
probability. Accumulations on the $7 
preferred stock were eliminated last 
year under a recapitalization plan. In 


refunding $6,000,000 of 59% bonds 
into 4% debentures the company has 
effected a reduction in fixed charges and 
at the same time eliminated strictures 
on payments of common dividends con- 
tained in the former bond issue. Final- 
ly, the company will be subject to an 
onerous undistributed earnings surtax, 
under the new Federal tax law, if it 
does not pay out a reasonable propor 
tion of this year’s profits to common 
stockholders. 

Had the new tax been applicable to 
1935 profits, it may be estimated that it 
would have cost Fairbanks, Morse ap- 
proximately $203,000 or 13.8% of its 
net income, in addition to the normal 
Federal income tax of approximately 
15%. 

While the company does not issue in- 
terim reports, it is estimated that profit 
for the first half of this year was in 
the vicinity of $1.75 per common share, 
as compared with only 40 cents in the 
first half of 1935. Hence it appears 
probable that for the full year net will 
exceed the $2.47 per share earned in 
1935 by a wide margin. 

Financial position is adequate, cur 
rent assets amounting at the start of this 
year to $14,479,223, including $3,436, 
588 cash, and current liabilities to only 
$2,143,008. At present price of 49 
the common is selling at 19.8 times 
1935 net per share but in substantially 
lower ratio to probable 1936 earnings. 
On a $1.50 dividend the yield would be 
a trifle over 3% and on a $2 divi- 
dend slightly over 4%. The price 
takes into account a promising near 
and long term outlook. 
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Sears, Roebuck & Co. 





a | ee $21,519,000 
Distributed 2... sees 8,098,000 
Percentage retained............. 62 





Had the present Federal tax on un- 
distributed corporate profit been in ef- 
fect last year it would have cost Sears. 
Roebuck an additional $2,226,000 or 
10.3 of its net income, bringing total 
Federal tax to around 25%. Since 
earnings thus far this year have been 
running substantially above those of 
1935, it would appear that an in- 
crease in the present $2 dividend is in 
order. Such increase would reduce the 
tax penalty substantially and would be 
in line both with increased earnings and 
adequate working capital position. 

This company’s sales for the twenty 
weeks ended June 18 were the largest 
in its history for such period, topping 
the same period of 1935 by 20%. For 
the four weeks ended June 18 the 
gain was 26%. Profits for the year 
ended last January 31 was $4.45 per 
share. On the sales showing to date 
this year it would seem probable that 
Sears will earn at least $5 per share 
and possibly a bit more. 

Working capital, as of the most re- 
cent balance sheet, was $70,248,000, 
including $11,382,000 cash. While an 
enterprise doing an annual merchandis- 
ing business of more than $400,000,000 
needs to maintain large working capital, 
the penalty tax to which the company is 
subject is a very considerable induce- 
ment to pay a larger dividend. Around 
73, the stock is priced at 14 times prob- 
able 1936 net per share and yields only 
2.7%. On a $3 dividend, it would 
yield 4.1%. 

Only 10% of the farm area of the 
country is affected by severe drought. 
Even if unrelieved, it can hardly affect 
more than 4 or 5% of the Sears, Roe- 
buck customers, since this business 
blankets the country, both urban and 
rural. Hence drought will make no 
major dent in Sears’ profit. 


Inland Steel Co. 





Earned 1935......... $9,418,000 
tots i: 2,880,000 
Percentage retained............. 69 





For the past several years the Inland 
Steel Co. has followed a conservative 
dividend policy in order to rebuild 
working capital and reserves depleted in 
the years of acute depression in the steel 
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industry. Although it earned $6.54 
per common share last year and has 
been earning still higher profits for the 
first half of this year the dividend on 
the common stock is only $3. 

Here is a typical example of a com- 
pany subject to wide swings in volume 
and profits and hence a company which 
in the long run would be adversely af- 
fected by the penalty tax on undis- 
tributed profits to the extent that such 
tax interfered with the building up of 
reserves sufficient to carry the enterprise 
through the next depression. It would 
have been just too bad if Inland had 
not been able to retain a goodly share of 
the profits made in the good years 1924- 
1929. 

But regardless of the long term ef- 
fects, the present effect of the tax prob- 
ably will be to induce Inland directors 
to raise the dividend, for it is likely that 
the underlying recovery in steel has 
several more years to run. This tax 
last year would have added $1,155,000 
to the company’s tax bill or 12.3 of net 
income. At the present price of 89 the 
$3 dividend yields slightly more than 
3.3%. A $4 dividend, well within 
apparent current earning power around 
$7 a share, would yield nearly 4.5%. 

Inland is now down 25 points from 
the year’s high, largely due to uncer- 
tainty over the impending effort to 


force industrial unionization and the 
closed shop on the industry. This ef- 
fort may or may not succeed. It would 


seem, therefore, that at present or mod- 
erately lower quotations this issue will 
have substantially discounted the labor 
uncertainty. Working capital is ap- 
proximately $30,000,000, — including 
$9,575,000 cash. 


Loew’s, Inc. 





warned 1986 ........... .. .$7,580,000 
DAGtTIDUGEE..« wo. eewen 4,205,000 
Percentage retained..............44 


the present $2 dividend rate. This ex- 
cellent showing in part reflects the 
“cashing in” on various hits, such as 
‘Mutiny on the Bounty,” costs of which 
tended to hold down last year’s profits. 

Had the present Federal tax system 
been in effect last year, the surtax on 
Loew’s would have totalled $477,000 
or 6.3% of net income. Added to 
normal tax of around 15%, this would 
have made the total Federal income tax 
approximately 21%. Since the com- 
pany, on present indications, will show 
substantially higher earnings this year 
than last, it is facing a surtax con- 
siderably larger than the $477,000 it 
would have had to pay last year. Hence 
it would be logical to expect the divi- 
dend to be increased to $2.50 or $3 
before the end of the year. The stock 
now is quoted at 50, or ten times prob- 
able 1936 net profit per share. The 
yield is 4%. It would be 5% ona $2.50 
dividend and 6% on a $3 dividend. 

There has been some compiaint of 
managerial remuneration and options in 
this company, but motion pictures are 
an art as much as a business, manage- 
ment is vital and this management, on 
the record, is one of the best. Working 
capital, including approximately $7,000- 
000 cash, is adequate for the business 
done. 


Union Carbide & Carbon Co. 








For the forty weeks ended June 30 
earnings of Loew’s, Inc., leading pro- 
ducer of motion pictures and owner of 
picture theaters, amounted to $7,390,- 
495, as compared with $5,840,351 for 
the forty weeks ended June 6, 1935. 
On a per share basis, this was $4.47 
against $3.50. For the twelve weeks 
ended June 4 net was $1.43 per share 
as compared with 86 cents for the cor- 
responding period a year ago. 

Thus the most recent earnings have 
been at a rate 66% higher than at 
the same time a year ago, suggesting 
earnings probably upward of $5 for the 
year or fully two and one-half times 


Earned first half 1936 (est.) $16,000,000 
po rr 10,900,000 
Percentage retained ............ 32 





Union Carbide & Carbon is among 
those companies in the forefront of the 
recovery movement. Earnings of $7, 
500,000 for the first quarter of this 
year made this the best first quarter of 
the company’s history. On a per-share 
basis the first quarter’s profits were 
equivalent to 83 cents a share on each 
of the 9,000,743 shares of common 
stock outstanding. For the whole of 
1935 the company earned the equiva- 
lent of $3.03 a share. This year the 
profit should not be far from the $4-a- 
share mark. 

Union Carbide which had previously 
been paying 50 cents quarterly to its 
stockholders raised the last payment to 
60 cents. It is for this reason that the 
table above has not been based on the 
showing for 1935, but instead earnings 
for the first half of this year have been 
estimated and the amount distributed 
represents one payment of 50 cents and 
one of 60 cents a share. As the com- 
pany is exceedingly strong financially, 
has only a small funded debt and no 
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preferred stock outstanding, higher 
earnings are likely to result rapidly in 
another increase in the common divi- 
dend. 

All Carbide’s major divisions have 
been doing very well. Last year the 
consumption of oxygen per ton of steel 
produced was the largest on record and 
the company undoubtedly has bene- 
fited importantly from activity in steel 
so far this year. Various alloys manu- 
factured by the company which are 
used largely in cutting tools have been 
aided by the sustained demand for 
automobiles and other machinery gen- 
erally. Finally, the chemical division, 
with its scores of different products, 
continues to expand mightily and profit 
ably. Although not cheap at today’s 
price of $93 a share and on today’s 
dividend of $2.40, in the case of Union 
Carbide the market must inevitably dis- 
count something of a future so ob- 
viously bright. 


American Radiator and 
Standard Sanitary Corp. 





Earned (on the common) 1935 $2,463,812 
DEG GL wai sca ek a+ oho we nil 
Percentage retained ...... coe. 





Unusually hard hit during the de- 
pression, American Radiator & Stand- 
ard Sanitary Corp. is at last beginning 
to feel the effects of the upturn that 
is taking place in building activity. 
Net profit last year was about double 
that reported for 1934, although still 
far below the results of the pre-depres- 
sion period. Making quarterly reports 
for the first time in its history, the com- 
pany showed earnings of $3,504,352 
for the twelve months to March 31, 
1936. This, after the dividend require- 
ments of the 7 per cent preferred stock, 
was equivalent to 31 cents a share on 
each of the 10,039,719 shares of no-par 
common stock outstanding. The latest 
report compared most favorably with 
the 24 cents a share shown for 1935 
and indicated that the company’s busi- 
ness during the first quarter of 1936 
was materially ahead of last year. 

As pointed out elsewhere in this 
issue, the long-term outlook for building 
is highly favorable. Not only is it a 
reasonable expectation that the Amer- 
ican Radiator & Standard Sanitary 
Corp. will obtain its full share of the 
business of equipping new houses with 
heating and plumbing equipment, but 
the company should also benefit im- 
portantly from the modernization and 
renovation of existing houses. Usually, 
when any extensive repairs or improve- 
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ments are made to a home, heating and 
plumbing figure conspicuously. 

It should, of course, be noted that 
the large number of shares outstanding 
are not conducive to sensational results 
on a per-share basis. Even so, and de- 
spite the probability of this year’s earn- 
ings still being expressed in cents rather 
than dollars per share, stockholders 
would seem to have every reason to 
anticipate some small distribution be- 
fore long. Incidentally, in connection 
with the payment of dividends the 
company’s president stated as long ago 
as last April: “We are just pausing a 
moment—it may be a few months and 
it may be less than a few months— 
before we consider the subject.” 





Allis-Chalmers 
ee a $1,985,137 
ee rarer uil 
Percentage retained ........ ss ee 


If current dividend had been ef- 


fective last year, distribution 
would have been......... $1,344,394 
And percentage retained.... ..... 33 





In June Allis‘Chalmers placed its 
common stock on a regular annual divi- 
dend basis of $1, the first distribution 
since May, 1932. This is the natural 
reflection, of course, of a greatly im- 
proved earning power. Last year the 
company’s net income of almost $2,- 
000,000, equivalent to $1.47 a share 
on the outstanding common stock, com- 
pared with a net loss of more than 
$1,000,000 for 1934. For the first 
quarter of this year Allis‘Chalmers 
earned the equivalent of 56 cents a 
share and the company may well earn 
in the first half of 1936 as much as was 
shown for the full year, 1935. 

Manufacturing an unusually diverse 
line of machinery, the improved earn- 
ings are the result of increased demand 
in the more important lines. These in- 
clude all kinds of industrial plant ma- 
chinery, heavy electrical apparatus, 
also a line of farm tractors and machin- 
ery. The latter has been doing particu- 
larly well and sales in this division have 
been running at record levels. It is too 
early to know to what extent the 
drought will slow down the sale of 
farm equipment, although it is a reason- 
able expectation that some adverse ef- 
fects will be felt. So far as Allis- 
Chalmers itself is concerned, however, 
any slackening in the farm division that 
is likely to occur should be more than 
offset by the further improvement in 
other divisions. 

Although the common stock of Allis- 
Chalmers at today’s price of $44 a 


share has come a long way from the $4 
a share for which it sold in 1932, it has 
been a rise reflecting real improvement 
in business and prospects and it is very 
much to be doubted that the possibili- 
ties have been fully discounted. 


Gulf Oil Corp. 





Beened 2085 6. stsesss $10,551,720 
SEENON. a ee S eee nil 
Percentage retained ............ 100 


If current dividend had been ef- 


fective last year, distribution 
would have been......... $4,538,101 
And percentage retained.......... 57 





The Gulf Oil Corp. issues only an- 
nual reports, so that there are no con- 
crete figures to show how the company 
has done this year. So far in 1936, 
however, the industry as a whole is 
known to have made progress and there 
is no reason to suppose, where oil is 
concerned, that Gulf will be an excep- 
tion. For 1935 the company reported a 
net profit of $10,551,720, after depre- 
ciation, depletion, interest, taxes and 
other charges. This was equivalent to 
$2.32 a share on 4,538,101 shares of 
common stock and compared favorably 
with the 62 cents a share for 1934. 

Gulf Oil, whose reserve position has 
long been held to be among the strong: 
est, recently sold its subsidiary, South 
American Gulf, to the Texas Corp. 
The consideration was $12,500,000 and 
the transaction was noteworthy because 
of South American Gulf’s control of 
the famous Barco concession in Colom: 
bia. This money will further bolster a 
strong financial position —a_ position 
which is being constantly improved by 
lessening the burden of fixed charges. 
Last year, the company made a net re- 
duction of more than $3,000,000 in 
funded and long-term debt and mate- 
rially reduced the charges on the re- 
mainder. In June Gulf Oil announced 
that it would retire on August 1, the 
last of its 5% debentures, outstanding 
in the amount of nearly $32,000,000. 

In the past, few companies have pur’ 
sued more vigorously than Gulf the 
practice of ploughing back earnings 
into the business. Prior to the depres: 
sion, out of earnings of eight or nine 
dollars a share, the stockholders were 
paid $1.50. Now, of course, they pos: 
sess a huge equity, but it is the very 
manner in which this equity has been 
built up that the Government frowns 
upon. Assuming no loopholes and that 
the Government succeeds in achieving 
its objective, Gulf Oil is clearly among 
the companies that will have to revise 
drastically its past dividend policy. 
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e Business Analyst 


- Trade Well Sustained 


THe month of June has 
closed with a sharp bulge in 
Business Activity in which 
all components of our index 
(revised moderately upward 
through inclusion of cotton 
textile mill activity, from 
mid-March onward) have 
participated. For the full month of June, goods and services 
were produced at an annual per capita rate of 87.9% of 
normal, which represented a gain of 22.5% over the cor- 
responding period of 1935, against an increase of 21.5% for 
May, 18.6% for April, 21.5% for the entire second quar- 
ter, and 15.5% for the first six months of the current year. 

As this issue goes to press, still further improvement has 
lifted the Business Activity Index to well above the hun- 
dred level, which corresponds with the 1923-5 average. 
And yet, though 1923-5 be rightfully regarded as a normal 
period, it would not do to reason from this that business 
now has reached normal. A few commentators have jumped 
to just such an erroneous conclusion, failing to realize that 
a volume of business which was normal in 1924, for a popu- 
lation of only 113,000,000, is still far from meeting the 
present needs of 15,000,000 more people than had to be fed, 
clothed and sheltered twelve years ago. On a per capita 
basis, the country’s annual rate of production is still about 
9% below normal. This is the best showing, however, since 
May, 1930, and means that, after suffering from a major 
depression that lasted just a month more than six years, we 
have at last emerged into what may be characterized as 
only a minor depression, since economists generally class as 


— Artificial Stimulants Present 

— Labor Crisis Coming 

— Steel Activity Holds Up 
Motor Profits Spurt 


“minor” any business reces- 
sion that amounts to no more 
than 10% below normal. 
Unfortunately, several fac- 
tors which have contributed 
to the past fortnight’s grati- 
fying improvement are ob- 
viously artificial, and may 
eventually be paid for by a comparable contraction in gen- 
eral business volume; though present prospects favor the 
continuation of a comparatively high level of activity well 
on into the summer months. Soldier bonus expenditures, 
for example, are helping to clear up the used car inventory 
situation and are a strong sustaining force in new car sales 
which should be felt for at least another month. Advance 
orders for steel placed last month to take advantage of the 
old lower price schedules, conjoined with stocking of steel 
in anticipation of labor trouble, are likely to prevent any 
severe slump in that industry during the third quarter unless 
plants should be closed by labor disturbances. There has 
also been a certain amount of advance buying in food lines 
prompted by swiftly rising prices occasioned by the worst 
drought in years; while mounting quotations for cotton have 
stimulated abnormally heavy activity at the textile mills. 
Looking somewhat farther ahead it would seem that con- 
tinued circulation of soldier bonus money should help in 
some directions to ameliorate the damages wrought by crop 
failures and renewed destruction of livestock. Up to the 
present writing practically no falling off in retail trade has 
been reported from the stricken areas; but, judging by the 
experience of 1934, agricultural implement makers, the 
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smaller meat packers, and railroads serving the drought 
regions are bound to suffer some loss of business. 

A collateral consequence of the drought may be to divert 
votes this autumn from the party now in power, which will 
be held accountable for soaring food costs. Regardless of 
election returns, however, and in spite of the additional 
drain for drought relief, it is on the calendar that Govern- 
ment expenditures will be rather sharply reduced next 
year—if for no other reason than that soldier bonus pay- 
ments will not have to be repeated. Consequently the 
powerful business stimulant furnished by huge Government 
deficits is going to be partially withdrawn and this may slow 
down the pace of recovery unless its role should be replaced 
promptly by a considerable expansion in private expendi- 
tures for capital goods. 


The Trend of Major Industries 


S T E E L—The drop in steel mill activities upon resump- 
tion of operations after the Fourth amounted to less than 
two points on a daily average basis, and filling of orders 
placed at second quarter prices is expected to keep plants 
busy for the next few weeks. A further influence which 
should tend to sustain operations at an unusually high 
summer level is the possibility of labor trouble which has 
induced large industrial consumers to stock up moderately 
as a precaution against inability to obtain steel later on. 
Thus far, however, the possibility of a serious tie-up is not 
taken very seriously in trade circles. Soldier bonus spending 
is holding automobile production up to a high level and so, 
as model alterations are not expected to be radical this com- 
ing season, it is believed that the change-over will cause 
only a comparatively brief interruption this summer in the 
flow of automotive steel from mills to consumers. One con- 
sideration which has perhaps not yet been accorded sufh- 
ciently serious attention is the difficulty many mills are likely 
to encounter in meeting demands if business recovery pro- 
ceeds much farther in the near future, owing to obsolescence 
of equipment. Though the industry is now operating at 
70% of theoretical capacity, this is believed to be near 
100% of practical capacity on a single shift basis; owing 
to the bad condition of the remaining 30% of equip- 
ment. To materially increase output above current lev- 
els would necessitate 


to make up Bolivia's arrears in shipments. World consump: 
tion of the metal during April is placed at 11,895 tons, an 
increase of 300 tons over April, 1935. The Federal Trade 
Commission has ordered 15 tin plate manufacturers to void 
their agreement not to sell second grade, or “stock,” tin 
plate, which has been consumed hitherto mostly by smali 
manufacturers of tin cans. Domestic stocks of slab zinc 
are now 25% lower than a year ago. 


PE TROLEU M—Heavy consumption and lower pro- 
duction over the holidays have reduced gasoline stocks to 
the lowest level since January, while crude output during 
the past fortnight was the smallest since mid-April. A 
firmer tone has therefore appeared in the mid-continent tank 
car gasoline market. 


S ULPHU R—An increase to $2 a ton, from the former 
rate of 60 cents, in Louisiana’s tax on sulphur, hits Freeport 
Texas Co. especially, with production of 500,000 tons an- 
nually in that state, and which is estimated to have earned 
only 61 cents a share above the former tax during the first 
quarter. 


TOBACC O—Aggregate earnings of the big four cigar: 
ette manufacturers for the first six months are believed to 
have been about $6,000,000 more than for the like period 
of 1935. 


AUTOMOBILE S—Total profits of the nine leading 
automobile producers (excluding Ford) for the second 
quarter are now estimated to have been 68% ahead of the 
first quarter and 
quarter of 1935. 


ll 
/ 


13% better than earnings for the second 


REFRIGERATOR S—Domestic sales of household 
refrigerators in May reached an all time peak of 300,000 
units, an increase of 34% over May, 1935. 


ae 
Conclusion 


The third quarter opens with business emerging from 
a major depression that has lasted for six years into a zone 
generally characterized by economists as merely a minor 
business depression. 
Present prospects favor 





either extensive repairs 


a comparatively high 





and replacements, which 

take time, or going 
over to a_ twocshift 
basis, for which an ade- 
quate supply of skilled 


labor is not available. 


MET AL S—The Bo- 
livian delegation to the 
International Tin Com- 
mittee has relinquished 
to other producing 





4 rate of business activ 
ity for at least the first 
half of the third quar 
ter, owing partly to ad- 
vance buying in antici 
pation of labor trouble 
and higher prices. Be- 
yond this, however, the 
outlook is somewhat 
clouded by possibilities 





countries its arrears in 
exports, due to inabil- 
ity to produce in quan- 








THE TREND OF COMMODITY PRICES 


of receding Govern: 
ment deficits, labor 
strife, drought conse: 





quences, and the inevit- 





tities allowed by her 





able aftermath of piling 
up excessive inventor’ 








quota, and the Commit- 
tee thereupon fixed 
the total quota of sig- 
natory governments at 


90% for the third 


; Warm PEOGRs ©... csc as up 2.8 

quarter, an increase of eae up 1.1 
5% sole wa d Hides and leather....... down 0.2 
7o over the secon a See Saree up 0.1 
quarter, in order to Puel and lighting........ no change 





Changes in Major Commodity Price Group for the 
Fortnight Ended July 4, 1936 


ies. Considerations such 
as these suffice to ac 
count for softness in 
our Common Stock In- 


CE natal aie aise oe: a up 0.1 

Building materials ........ up 0.1 dex during the past 

OMNORIR soos ce en care down 0.3 5 ; FF 2 

Housefurnishings ....... down 0.3 fortnight, although this 
0.7 


Miscellaneous has now given way to 


renewed rally. 








permit other countries 
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Answers to Inquiries 








The Personal Service Department of THE MAGAZINE OF WALL STREET will 
answer by mail or telegram, a reasonable number of inquiries on any listed securities in 
which you may be interested or on the standing and reliability of your broker. This 
service in conjunction with your subscription should represent thousands of dollars in 
value to you. It is subject only to the following conditions: 


1. Give all necessary facts, but be brief. 


2. Confine your request to three listed securities. 
3. No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4. If not now a paid subscriber, use coupon elsewhere in this issue and send check 
at same time you transmit your inquiry. 
Special rates upon request for those requiring additional service. 








CORN PRODUCTS REFINING CO. 


I am told the earnings outlook for Corn 
Products Refining is very favorable. I am 
wondering though to what extent this is 
reflected in the common stock. Do you 
think tt will move higher in the near fu- 
ture?—B. N., Hartford, Conn. 


We agree with your informant with 
regard to the outlook for Corn Prod- 
ucts. As to the extent that that favor- 
able outlook has been already dis- 
counted, the best gauge is probably in 
weighing the merits of the stock on the 
basis of its present financial status, past 
record in earnings and well established 
position. On that basis the shares do 
not seem overpriced at present levels. 
Currently the earnings show a dis- 
tinctly upward trend. With the report 
for the first quarter of 1936 registering 
earnings per share at 93 cents, and with 
the outlook during the second quarter 
indicating that the showing will be 
equally satisfactory. A comparison 
with the first half of last year, will 
likely show an increase of over 50% 
per share on earnings. While earnings 
of this company are subject to a large 
extent to the influences common to busi- 
ness enterprises generally, there are cer- 
tain factors which make for stability. 
Sales of package goods constitute about 
one-third of the total volume, and are 
relatively stable. The sale of bulk goods 
on which the profit margins are fairly 
uniform, constitute a large percentage 
of the total. The volume in both de- 
partments is on the uptrend. More- 


over, the full extent of the improve- 
ment is not disclosed in the reports since 
only dividends actually received from 
its foreign subsidiaries are included in 
the income account. These foreign in- 
vestments are growing in importance. 
The large investment of this company 
in foreign subsidiaries was undertaken 
some years ago as a defensive measure 
in an attempt to protect foreign mar- 
kets for its products. In this endeavor 
it has been successful. By establishing 
foreign subsidiaries in England, Ger- 
many, Italy, Czecho-Slovakia, Argen- 
tina, Mexico, Canada, France and else- 
where including the Far East, this com- 
pany is able to process the corn pro- 
duction in South America and Europe 
and meet competition from European 
processors successfully. These facts are 
recounted to show the position of Corn 
Products as dominant unit in its field. 
To further show how well it has for- 
tified itself to protect its position and 
earning power. As to the financial 
position, a glance at the balance sheet 
discloses current assets in excess of 
$50,000,000 against total current lia- 
bilities of $8,000,000; holdings of cash 
of over $16,000,000 and marketable 
securities at current quotations only a 
little short of $20,000,000. We do not 
believe, therefore, that the present 
market price is too much to pay for a 
stock of this caliber and we feel assured 
that the prospect for the company 
and for its shares marketwise is favor- 


able. 


BEATRICE CREAMERY CoO. 


Now that approval has been given to the 
proposed exchange of Beatrice Creamery 
7% preferred for a $5 cumulative preferred, 
can I expect an improved outlook for my 
common stock? To what extent is im- 
provement possible?—F. G., Duluth, Minn. 


Operating as the third largest or 
ganization in the domestic dairy prod- 
ucts field, Beatrice Creamery Co. is en 
gaged in all divisions of the business, 
although its principal product is butter, 
with milk, eggs and ice cream also large 
profit determinants. As was the case 
with all of the major organizations op- 
erating in this field, the large over 
supply of fluid milk has reacted un 
favorably upon earnings during recent 
years with the result that preferred 
dividend requirements were not fully 
covered in either of the two fiscal years 
prior to that ended February 28, 1935. 
During that fiscal year conditions in the 
industry began to improve as a result of 
a better relationship between supply and 
demand brought about by expanding 
consumption and the drought, which 
curbed milk production. Net sales dur 
ing the fiscal year ended February 29, 
1936, increased 4% over the preceding 
fiscal year, but cost of sales were higher 
and this resulted in the less favorable 
earnings showing of 41 cents a share 
on the common, after preferred require’ 
ments, against $1.32 a share the year 
before. A break in butter quotations 
during the year and less favorable con’ 

(Please turn to page 435) 
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4%, Points Profit in 
MONTGOMERY WARD 
Closed Out June 30 








12% Points Profit in 
DOUGLAS AIRCRAFT 
Advised July 3 











N Tuesday, June 30, we wired our subscribers: 
; “Trading Advices Close out Montgomery Ward 
1205PM JULY 3 1936 above 44.” The profit taken was 434 points. 


— On Friday, July 3—three days later—we recommended 

a replacement by telegraph: “Trading Advices Buy 
Douglas Aircraft under 59.” This purchase price has 
already been reduced to 5554 through the sale of 
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rights. At its current quotation, 1214 points profit is 
n to the Ft already available. 
reamery | TRADING ADVICES BUY DOUGLAS AIRCRAFT UNDER FIFTY NINE 
eferred, These are further illustrations of the profits obtainable 
for my ns See ene through our definite and timely counsel. In all types 
Maa of markets our analysts are always alert to uncover 
; ) undervalued issues which will bring material profits 
est or’ to our clients. 
prod: | WESTERN UNION MESSENGERS ARE AVAILABLE FOR THE DELIVERY OF NOTES AND PACKACES Many selected issues may now be purchased for quick 
dies and substantial profits. When the general public be- 
on gins to reach for such stocks the composite averages 
ie ter, Clear, concise and definite advice—followed through to com- will decisively EE their April 6 peak indicating 
A pe pletion. All wires are transmitted in our Private Code for = the — pion "tig m fully a — In 

secrecy and economy. the meantime, you wi ave taken a very advantageous 

weatle: position through our advices. 


over’ The Forecast is the lowest priced security advisory service to 
d un —Pevide such comprehensive telegraphic counsel. Clients 
recent | teughout the country can act on our short-term advices within 
foal afew minutes after they are decided upon and take advantage of 
fully intermediate market movements. 


At attractive levels, we are recommending two 
active stocks as Trading Advices—average price under 
24, three issues in our Bargain Indicator—average 
under 41; and four Unusual Opportunities average 
under 17. 


years F Regardless of the wires you select, you will receive our 
Profit through these advices by mailing the coupon 


1935, J entire service by mail—through our 8-page bulletin issued every 








+ Tuesday and through special editions which confirm all telegrams. | below with your remittance—today. 
ult oO 
y and ow: 
d ding Your Enrollment Will Start at Once But Date from September 1, 1936 
. J 
vhich |} THE INVESTMENT AND BUSINESS FORECAST, of The Magazine of Wall Street 
s dur J} 90 BROAD STREET CABLE ADDRESS: TICKERPUB NEW YORK, N. Y 
A Ls $ . 9 1iNe . 
9% 
y 29, I enclose $75 to cover my six months’ test subscription for The Investment and Business Forecast. I understand that regard- 
eding less of the telegrams I select I will receive the complete service by mail. ($125 will cover an entire year’s subscription.) 
igher Send me collect telegrams on all recommendations checked below. (Wires will be sent you in our Private Code after our 
rable Code Book has had time to reach you.) 
share [] TRADING Short-term recommendations following important intermediate market movements. Three 
ire’ ADVICE to four wires a month. Three to five stocks carried at a time. $1,200 capital sufficient 
S to act in 10 shares of all recommendations on over 60% margin. 
ear 
hae: Cc UNUSUAL Low-priced issues that offer outstanding possibilities for market profit. Two to three mare 
a month. Three to five stocks carried at a time. $600 capital sufficient to buy 10 shares 
con OPPORTUNITIES of all recommendations on over 60% margin. 
CT BARGAIN i — eon of ——— — et se ee 
prospects. ne to two wires a month. ree to stocks ° 3 
INDICATOR capital sufficient to purchase 10 shares of all recommendations on over 60% margin. 
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What 7Z Stocks 


Do Experts Favor? 
For Fall Profit 
Durinc the past four 


weeks leading financial authorities have 
recommended a number of stocks with 
outstanding prospects for the balance 
of the year. Current unsettlement offers 
an opportunity to buy these issues at fa- 
vorable prices. 


UNITED SERVICE is issuing a special 
report, listing the 12 stocks “most rec- 
ommended” by leading authorities dur- 
ing this period. It includes buying 
ranges on each issue. 


To introduce to you the UNITED OPINION 
method of stock market forecasting—so 
successful during the past 16 years—we 
shall be glad to send you, without obliga- 
tion, this list of 12 outstanding stocks—a 
list available through no other source. 


Send for Bulletin W.S.40 FREE! 


UNITED BUSINESS SERVICE 


210 Newbury St. A re Boston, Mass.‘ 








70 ‘YOU HO HOLD 
UTILITY STOCKS ? 


There are a few utility stocks which should be 
highly profitable speculations provided their 
purchase is properly timed. Some of these 
stocks should rally sharply in the next general 
advance in the Stock Market. 

We have published a concise but complete 
analysis of the utility industry. In this analy- 
sis you are told exactly what to do with the 
stocks of more than 50 leading companies-— 
whether to BUY, HOLD or SELL. Included 
in the companies are American & Foreign 
Power, American Power & Light, American 
Waterworks, Cities Service, Columbia Gas, 
Commonwealth & Southern, Electric Bond & 
Share, Electric Power & Light, National 
Power & Light, Niagara Hudson, North Amer- 
ican, Pacific Gas, Public Service of N. 
Standard Gas, Stone & Webster, United Gas 
Improvement and many others. 

Simply send us your name and a copy of this 
valuable report will be sent to you ABSO- 
LUTELY FREE. Also an interesting booklet, 
“MAKING MONEY IN STOC KS.” No charge 
—no obligation. Just address 

INVESTORS RESEARCH BUREAU, INC. 
Div. 87, Chimes Bldg., Syracuse, N. Y. 
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Members New York Stock Exchang 


29 Broadway, New York 
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ComMPREHENSIVE 
BROKERAGE SERVICE 


members of the principal 
per we are in a position 
to be of service to you in the 
purchase and sale of Stocks, 
Bonds and Commodities. 
CASH OR MARGIN ACCOUNTS 
IN FULL OR ODD LOTS 


“Booklet M,’’ giving trading requirements 
and other information, sent on request. 


J. A. Acosta & Go. 


Members 
New York Stock Exchange 
N. Y. Curb Exchange (Assoc.) 
New York Cotton Exchange 
New York Produce Exchange 
N. Y. Coffee & Sugar Exchange 
Chicago Board of Trade 
Commodity Exchange, Inc. 
New York Cocoa Exchange 


60 Beaver St. New York 
Phone BOwling Green 9-2380 














¥ | 
| Complete Investment 
and 


| Brokerage Service 


Leaflet explaining Margin re- 
quirements sent on request. 


MCCLAVE & Co. 


MEMBERS 
New York Stock Exchange 
New York Cotton Exchange 
New York Curb Exchange (Associate) 
67 Exchange Place, New York 
Telephone HAnover 2-6220 














BRANCH OFFICE 
254 Park Ave. at 46th St., N. Y. 














20 Preferred Stocks 


With Dividend Accumulations 
List Sent Free Upon Request 


Dunscombe & Co. 


Members New York Stock Exchange 


60 Broad St. New York 














POINTS ON TRADING 
and other valuable information for investors 
and traders, in our helpful booklet. Copy 
free on request. Ask for booklet MG6 
Accounts carried on conservative margin. 


(isHoLm & (HAPMAN 


Established 1907 
Members New York Stock Exchange 








52 Broadway New York 

















Odd Lots—100 Share Lots 


Booklet M.W. 801 upon request 


John Muir&. 


Established 1898 
Members New York Stock —- 
39 Broadway New York 
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Answers to Inquiries 
(Continued from page 430) 
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ditions in the egg division also con- 
tributed to last year’s showing and 
tended to offset increased volume in the 
ice cream and fluid milk divisions. That 
conditions in the industry are continu- 
ing to benefit from the better statistical 
position now existing is evidenced by 
the report for the first three months of 
the current fiscal year, or the quarter 
ended May 31, 1936, when net profit 
of $90,644 contrasted with $207,270 
loss in the May quarter of last year. 
The retirement of the 7% preferred to 
which you refer and the issuance in its 
stead of $5 preferred will result in a 
saving to the company of $200,000 an- 
nually. Reduced to a per share basis, 
this will equal roughly 52 cents a share 
on the 377,719 shares of common. The 
organization has maintained a strong 
financial condition and has no bonds 
outstanding. In prosperous years, the 
company has earned as high as $7 a 
share on the common and with pre- 
ferred dividend requirements to be re- 
duced by the retirement of the 7% pre- 
ferred, more liberal distributions on the 
common could easily be made if the 
present earnings trend continues as is 
indicated. While the industry doubt- 
less has a long way to go before pre- 
depression earnings levels are attained, 
we believe that the stock does offer good 
possibilities of gradual appreciation 
from these levels. 


STUDEBAKER CORP. 


Would you counsel my holding 200 shares 
of Studebaker through the summer months? 
I could now sell with a 2-point profit— 

L., Saginaw, Mich. 

Based on latest available production 
figures, Studebaker Corp. for the first 
half of the current year should show 
earnings well in excess of $500,000. 
No direct comparison is available, since 
the company did not emerge from re- 
ceivership until March of last year, but 
the report from that date until the year 
end, showed a net loss of $1,975,622. 
Despite the fact that the third quarter 
of the year may result in a loss as vol- 
ume normally recedes and the company 
will have to absorb costs of model 
changes, little difficulty should be ex- 
perienced in reporting a fair profit for 
the full year as against the rather heavy 
loss already referred to for the period 
from March 9 to December 31, 1935. 
Figures on factory passenger car and 
truck sales for the first twenty days of 
June, 1936, totalled 5,052 units, against 
2,496 units for the corresponding inter- 
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THE NATIONAL CITY BANK 
OF NEW YORK 
Head Office - 55 WALL STREET - New York 


Condensed Statement of Condition as of June 30, 1936 
INCLUDING DOMESTIC AND FOREIGN BRANCHES 


ASSETS 

Cash and Due from Banks and Bankers............. 
United States Government Obligations 

(Direct or Fully Guaranteed)... .. cee ee 
seate and Municipal Bonds... 6... 2. kbc eae neon 
Other Bonds GG Securities. snc. icc cc cae e en 
Loans, Discounts and Bankers’ Acceptances........... 
Customers’ Liability Account of Acceptances.......... 
Stock in Federal Reserve Bank.....................- 
Ownership of International Banking Corporation....... 
ET oS” 2a eS eer eee! 


.$ 482,847,279.39 


622,644,698.07 
101,487,261.02 
106,256,881.28 
551,930,592.23 
25,024,316.25 
4,725,000.00 
8,000,000.00 
53,583,623.68 





Rtemis sn Transi€ Wit DTAnCHES: . 5.6. ec sce ee 730,148.28 
Cj et SA ee ee Se 12,622,255.07 
£193.02 Le Arte PPO eR Peo ano eee Ear CE $1, 1969, 852, 055.27 
LIABILITIES 
MONI fats coher ahaa ese acer ch wend de aera so eh 8 es lo Sleis Mv akc $1,730,019,146.84 
Liability as Acceptor, Endorser or Maker 
on Acceptances and Bills............. $55,799,956.02 


Less: Own Acceptances in Portfolio. . 45,432,421.32 


Reserves for: 
Unearned Discount and Other Unearned Income..... 


_10,367,534.70 


3,554,280.23 


Interest, Taxes, Other Accrued Expenses, etc........ 6,314,587.57 
BPPCTEPreG SLOG TIIVIEGENG s . kk kk ce ease ddc saunas 626,137.81 
Common’ Stock Dividend). «os. i occ cc eee e wees es 3,100,000.00 


Capital 
UL | ee ek a ea ee Oy $50,000,000.00 
(Called for retirement on or before August 1, 193 
RR MNRIIRCIIR os che oiek aie stats ale woke Fee 77,500,000.00 
RI EIARIG retietfecanene tsi Poles Sidr shend Snel aete e alyondcas 42,500,000.00 
NONGIvId ed TOMES 2.5 Se, oasis was Hig ew devin _10,805,481.50 __180,805,481.50 


. $1, 969, 852,055. 27 


Figures of Foreign Branches are as of June 25, 1936. 
United States Government Obligations and other securities carried at 
$119,915,445.32 in the foregoing statement are deposited to secure 
public and trust deposits and for other purposes required by law. 
On July 1, 1936, $49,093,000.00 Preferred Stock held by Reconstruc- 
tion Finance Corporation was retired, leaving $907,000.00 Preferred 
Stock to be retired on or before August 1, 1936. 


(Member Federal Deposit Insurance Corporation) 





CITY BANK FARMERS 
TRUST COMPANY 


Head Office: 22 WILLIAM STREET, NEW YORK 


Condensed Statement cf Condition as of June 30, 1936 


ASSETS 
Cash and Due from Banks... 0... ec eee 
Loans'and AGVances: ............%: 
United States Government Obligations 
(Direct or Fully Guaranteed) . ee Te 
Other Bonds, Mortgages and Securities ee ee 


$30,640,081.38 
b Finuiva iinet tai 6 SNavieneoaNe 9,681,554.16 
32,896,839.59 
26,299,635.71 


Stock in Federal Reserve Bank....................... 600,000.00 
be SIRE Ue ie, 4,502,606.25 
RTE EN ioe te shoals Sie Di-dG x Sod: 6 ela Re ae R SNES 7 __2,259,023.38 

ERAS MES 5 nd aiord Sherdid tM iwlasere be Geo anh nla oe $106,879,740.47 

LIABILITIES 

IRS BRD Lo crcel sis, os ating Shan aie Sis) She eras Dates Aw ahem $82,218,413.36 
ME ict AE eho Fe aN ROE ah AP a tcl 3 de 1,617,154.95 
MM MERMN OP cers Vat toe Oe oth vasa, Bina oat BS 6rd ses bith vial Baars Beles a 10,000,000.00 
MRI ear se OM 5 5 RSG, gaia das aud wn Rr a tease to Saber a 10,000,000.00 
POSTS (oa 2 2.00 a ra ee ea 3,044,172.16 

Ee ee ee eT Teer '$106,879,740.47 


United States Government Obligations and other securities carried at 
$1,516,139.49 in the foregoing statement are deposited with public 
authorities for purposes required by law. 


(Member Federal Deposit Insurance Corporation) 



































val of last year, while retail deliveries 
by domestic dealers for the same period 
amounted to 4,638 units, or an increase 
of 75% above the first twenty days of 
June, 1935. These figures give a clear 
indication of the remarkable recovery 
being staged by the company under its 
present aggressive management and, 
when consideration is given to the fact 
that the company is said to operate on 
a profit with production of around 
6,000 cars monthly, clarify the earnings 
potentialities. The reorganization of 
the company early last year placed it 
on a sound financial footing and recent 
results indicate that working capital 
position has been strengthened further. 
At the close of 1935, cash equalled $5,- 
160,352, which item, by March 31, 
1936, had been increased to $5,357,555, 
an amount nearly equal to total cur- 
rent liabilities. Continued progress is 
being made also in the strengthening of 
dealer organization and sales figures in- 
dicate the success being attained in this 
important division of the business. Ad- 
mittedly, competition continues keen 
and the smaller organizations in the 
field likely will continue to feel pres- 
sure from the three leaders. Neverthe- 
less, Studebaker’s present capitalization 
consisting of only 2,155,660 shares of 
common stock and 6,823,045 6% con- 
vertible debentures should enable it to 
report very worth while per share re- 
sults if the present trend holds. While 
the speculative character of the issue 
should be recognized, we believe that 
further retention will prove profitable 
to you. 


ENDICOTT JOHNSON CORP. 

It scems to me that with retirement of 
the $7 preferred, in favor of a $5 issue, the 
earnings prospects for Endicott Johnson 
common should be greatly enhanced, yet it 
continues around the low for the year. Do 
vou believe the possibilities are discounted 
1 “taeaal prices?—E. J. N., Brooklyn, 
y 


Endicott Johnson Corp., second larg- 
est shoe manufacturer in the country, 
has maintained an enviable earnings 
‘ record over a period of years. For the 
fiscal year ended November 30, 1935, 
unit sales increased about 6% over a 
year earlier, but due to somewhat lower 
average prices and higher costs, net in- 
come declined slightly to the equivalent 
of $4.21 a share on the common, after 
preferred requirements, against $4.34 a 
share in the preceding fiscal year. Foot- 
wear prices advanced moderately late 
last year and it is therefore indicated 
that profit margins of the organization 
during the present fiscal year have 
shown some improvement. Although 
volume sales this year may fall some- 
what below those of last, Endicott John- 
son should be able to show the beneficial 
effects of better profit margins in at least 


a moderate improvement in net. Fur- 
thermore, the position of common stock- 
holders has been strengthened through 
the retirement early this year of its 7% 
preferred stock with the proceeds ob- 
tained from the sale of 73,060 shares of 
5% preferred. The company has out- 
standing no funded debt and the rela- 
tively small issue of preferred consti- 
tutes the only claim upon earnings pre- 
ceding that of the 405,360 shares of 
common. The company has maintained 
the policy of constantly strengthening 
competitive position through increased 
plant efficiency and up to date styling. 
Plants are located in model industrial 
communities within a four mile radius 
of Johnson City and Endicott, N. Y., 
while every effort has been made to im- 
prove the lot of employees, thereby les- 
sening the labor problem. While the 
policy of employee participation in 
earnings naturally tends to restrict divi- 
dend potentialities on the common, it 
doubtless lends a degree of stability and 
efficiency to the business. Past dividend 
record is one hard to match, with un- 
interrupted payments since 1917. In 
view of the organization’s excellent 
financial status and demonstrated ability 
to maintain its trade position, there 
would seem to be little question as to 
continuance of the present $3 annual 
rate. The shares are not of the type 
likely to register appreciation of the 
extent possible in the case of less stable 
organizations, but they do hold attrac- 
tion for one interested in safety of in- 
come as well as gradual long term 
enhancement. 


ELECTRIC STORAGE BATTERY 
CO 


Do you believe the recent decline in Elec- 
tric Storage Battery to be only temporary? 
Do you advise retention of shares purchased 
near the high for the year?—S. A. E. 

tvanston, Il. 


A review of the present situation 
and the prospects for Electric Storage 
Battery reveals nothing which could be 
considered definitely adverse, and which 
could be assigned as a reason for the 
more recent market action of the stock. 
We can find no cause other than that 
possibly these shares have been neglected 
in favor of other issues offering greater 
speculative appeal. Electric Storage 
Battery stock merits consideration for 
its investment qualities, on the basis of 
its record in the past, the importance 
of its position in the trade, and its 
strong financial status. It does not fol- 
low necessarily that the issue is void of 
possibilities for appreciation, or that a 
limit of earning power has _ been 
reached. On the contrary the outlook 
for increased earnings is quite clearly 
favorable at this time. In addition to 
its basic dependence upon the automo- 


bile industry, and to the encouraging 
possibilties to be found in that field, the 
company can look to widely diversified 
applications of its products in such di- 
rection as railroad equipment, public 
utility, aviation and more recently at- 
tention has been called to air-condition- 
ing which has been growing in im 
portance in its demand upon the 
production facilities of Electric Storage 
Battery. This field is yet in its early 
stages of development and offers en- 
couraging prospects of large earnings 
in the future. Earnings reported for 
the company in 1935 were equal to 
$2.47 a share on the outstanding stock, 
or somewhat better than the $2.21 a 
share reported in the preceding year. 
It has been officially stated that the 
earnings for the first quarter of this 
year fully covered the 50-cent divi- 
dend requirement, and from such in- 
formation as is available it is to he 
assumed that earning power is currently 
keeping pace with last year’s results, 
While there appears no basis for the 
expectation of marked improvement 
marketwise in these shares in the near 
future, gradual recovery of the ground 
lost recently seems a very likely de 
velopment, and we would advise reten- 
tion of your holdings awaiting such a 
development. 


GENERAL CIGAR CO. 


I have been holding 150 shares of Gen- 
eral Cigar bought at 36 in 1933. While I 
am interested in income, I am more inter- 
ested in price appreciation, and I would like 
to know the possibilities in this stock— 
KK. 1, Syracuse, N.Y. 


We note from your inquiry that you 
are primarily concerned with the mat- 
ter of price appreciation. While there 
are factors revealed by a survey of the 
situation in General Cigar Co., which 
can be definitely said to be constructive, 
and while it may further be stated that 
at least gradual appreciation is a rea’ 
sonable expectation in the outlook for 
the shares of this company, it cannot 
fairly be stated that there is any evi 
dence to support the hope for spec: 
tacular market action. By way of com: 
pensation, however, there is the matter 
of income which is important to you, 
and it may be stated that the prospects 
for an issue of this kind are more 
clearly defined, than is the case with 
more volatile issues. To that extent 
there is less risk involved in retaining 
your holdings. The strong financial 
status, and the importance of the trade 
position held by this company in its 
field, should weigh heavily in its favor. 
Moreover, after registering a decline of 
over 50% since 1920, consumption of 
cigars for the first quarter of the cur 
rent year has started an upward trend, 
registering an increase of a little less 
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than 7%. The size of this increase is 
encouraging and the very fact that the 
decline has been arrested indicates the 
possibility that the industry as a whole 
may have passed through its greatest 
deflation so far as the important factor 
of consumption is concerned. That 
factor has been basic as an adverse in- 
fluence in the earnings of cigar manu- 
facturers for many years. It has been 
responsible not only for very substan- 
tial decreased sales volume, but also for 
the keen competition and price cutting 
which has developed, and which has 
seriously narrowed profit margins. Not- 
withstanding these heavy handicaps, 
General Cigar has been able to record 
quite stable earning power during the 
past three years, if we except an in- 
ventory adjustment in the year 1933 of 
over a million dollars. The necessity 
for inventory adjustments of this mag- 
nitude will probably not recur, since 
there is little to indicate a serious de- 
cline in leaf tobacco prices. If we ex- 
cept from momentary consideration this 
deduction which was equivalent to 
$2.15 a share on the common stock, we 
find that the year 1933 registers a low 
point in net earnings per share over 
the past seven-year period, a decline in 
the trend of earnings to that point from 
the year 1929, and an improvement 
since then in both 1934 and 1935. 
Earnings in the latter year were equal 
to $3.65 a share. It would appear that 
earnings for the current year should 
improve on those figures. In this rec- 
ord there is some evidence to support 
the hope that the cycle in the trend of 
earnings has turned definitely upward. 
If that be so, then the shares of General 
Cigar Co. may be said to be selling at 
an attractive price level in relation to 
earnings and yield, and could register 
quite substantial improvement market- 
wise. 


MOTOR WHEEL CORP. 

I have 100 shares of Motor Wheel on 
which I have 5 points profit. 1 would be 
uiterested in knowing the trend from here, 
and any information you can give me will 
be appreciated —W. IW. S., Los Angeles, 
Calif. 

Since organization in the year 1920 
Motor Wheel Corp. has been engaged 
in supplying the automobile manufac- 
turers with wheels, stampings and other 
parts. It has come to have a well es- 
tablished place in its field, and may 
claim, in fact, a position as a leader. It 
numbers among its customers outstand- 
ing manufacturers of passenger cars and 
trucks, Quite naturally in a company 
so closely identified with the automo- 
bile industry, sales and earnings have 
varied with the fortunes of that indus- 
try, and since the low record in 1932 
(a deficit of about $1,200,000) earn- 
ings have improved until! the year 1935 


JULY 18, 1936 

















THE CHASE 


OF THE CITY OF NEW YORK 


Statement of Condition, 
June 30, 1936 


LIABILITIES 


Capita Funps: 
PREFERRED Stock . . . $ 3,694,340.00 
(Called as of August 1, 1936) 
Common Stock ... . oe 000.00 
SURPLUS .- 6 % © « @ 00,270,000.00 
Unpivipep Prorirs. . . ‘aa 367.23 


United States Government and other securities carried 


Member Federal Deposit Insurance Corporation 





NATIONAL BANK 


RESOURCES 
Caso AND DuE From Banks . . . $ 602,890,348.12 
U. S. GovERNMENT OBLIGATIONS, DIRECT AND 
FULLY GUARANTEED. . . at tei as 735,987,426.74 
Strate anD Municipat SEcurITIES . . . 96,689,988.58 
OrHeER Bonps AnD SECURITIES. . . 184,412,520.93 


Loans, Discounts AND BANKERS’ AccErTANcEs 649,449,053.91 
BANKING EIOUSES 66 pei s es eo we we 38,271,272.31 
OTHER REALESTATE. 6 3 « 6 6 e 0-6 4,213,474.44 
MORTGAGES Sk cS we See 8 10,255,689.23 
Customers’ AccEPTANCE LIABILITY . . s 19,668,994.51 
OTHERASSETS: « 3 & 6 6 8 8 6 14,518,907.50 

$2,356,357,676.27 


$ 226,891,707.23 





RESERVE FOR CONTINGENCIES . . . 2 e 12,413,158.33 
RESERVE FOR TAXES, INTEREST, ETC. « « « 1,183,448.27 
Deposits . . . os © 8 8 6 BOSCO OeOLT 
AcCCEPTANCES Oursranome. . a je 21,341,521.84 

LiaBiLiry As ENDoRSER ON Accerrances AND 
FORBIGN BILES 4. 5 6 0 8 we ee 6,772,366.13 
OTHER DAABILITIES. « 6 6 ew ttt et ft 4,429,529.30 
$2,356,357,676.27 


at 


$147,818,737.41 are pledged to secure public and trust deposits 
and for other purposes as required or permitted by law. 




















MARKET STATISTI 


CS 








N. Y. Times 
N. Y. Times ~—-Dow-Jones Avgs.-—. ~§0 Stocks 
40 Bonds 30 Indus. 20 Rails High Low Sales 
Monday, June 29 ‘ 87.05 158.01 47.90 126.77 125.43 770,240 
Tuesday, June 30.. 87.03 157.69 47.84 126.44 125.18 822,265 
Wednesday, July 1.. 87.07 158.38 47.85 126.90 125.04 966,230 
Thursday, July 2... 87.00 ' 157.51 47.84 127.09 125.16 1,072,650 
Friday, July 3... aa 87.11 158.11 48.05 126.86 125.17 1,020,180 
Saturday, July 4.. HOLIDAY—EXCHANGE CLOSED 
Monday, July 6.... 87.09 157.11 47.71 126.64 125.42 844,590 
Tuesday, July 7.... 86.91 155.60 47.41 125.66 124.18 969,790 
Wednesday, July 8. 86.91 156.20 48.31 125.83 124.48 869,090 
Thursday, July 9..... ‘ 87.03 157.71 49.18 127.41 125.59 1,291,590 
Friday, July 10.... 87.11 160.07 49.86 128.86 127.14 1,691,980 
Saturday, July 11.... , 87.11 160.72 50.34 129.03 128.26 867,180 
43 








when net income very nearly equal- 
ling the deficit recorded in 1932 was 
reported. Earnings per share in the 
later year were $1.28. Financial status 
at the close of the year was adequate, 
the position in this respect having im- 
proved during the year. First quarter 
reports of the current year with earn- 
ings at 44 cents a share, continued the 
progress toward higher earning power 
as will be shown from a comparison 
with earnings for the first quarter of 
1935 at 30 cents a share. Thus closely 
identified with the industry as a whole, 
a forecast of potential earning power 
would coincide with a forecast of pro- 
duction in the automobile industry. In- 
dications point to further increases. It 
should not be inferred, however, that 
Motor Wheel Corp. has overlooked the 
advantages of diversification of its prod- 
ucts. To this end, back in 1930, the 
company expanded into the manufac- 
ture of various types of heaters, oil 
burning and other varieties, including 
cooking ranges and ventilating and air- 
conditioning apparatus. Still further 
progressing along that line in 1934, the 
company began production of wood bar- 
rels for the whisky, wine and oil 
trades. All divisions at present report 
satisfactory improvement, and we feel 
that the shares have considerable attrac- 
tion, from a speculative standpoint, at 
present price levels. 


AMERICAN LOCOMOTIVE CoO. 


I bought 100 shares of American Loco- 
motive last year because I believed the in- 
dustry to be due for improvement. I am 
disappointed in the trend of the stock since, 
so I am writing you for advice.—A. K. 
Dorchester, Mass. 

With American Locomotive common 
selling close to its low for this year, we 
can appreciate your disappointment in 
the market action of the stock since its 
acquisition. Nevertheless, we feel that 
further patience on your part will be 
rewarded ultimately. In this connec- 
tion, it is interesting to note that or- 
ders on the company’s books as of April 
18, 1936, approximated $9,500,000, 
against $2,800,000 a year earlier. The 
number of locomotives on order totalled 
50 of which 38 were for domestic car- 
riers, which contrasted with only 14 
locomotives on its books for domestic 
customers a year earlier. That the com- 
pany’s business could improve sharply 
once the credit of the railroads is re- 
established by expanding traffic and 
revenues is attested by the fact that 
more than 60% of the locomotives now 
in use are over twenty years old while 
only about 10% are of modern design. 
The company omitted dividends on its 
7% preferred stock in the final quarter 
of 1932 and accumulations on this is- 
sue now total $26.50 a share on the 


351,961 shares outstanding. It is gen- 
erally believed, however, if the present 
trend of railroad earnings continues, 
that American Locomotive will be able 
to make some payment on its preferred 
before the end of the current year. 
Large per share earnings under normal 
conditions in the industry suggest that 
sustained improvement should enable 
the organization to clear up all arrears 
on the preferred without undue diffi- 
culty over a reasonable period of time 
and thereby place the common stock in 
a position to share in earnings. Of 
course, such a development is a matter 
of the rather distant future, although 
the fact that $8 a share on the common 
stock was paid in each of the four years 
ending with 1929 should not be over- 
looked. The organization’s finances 
have been maintained in good shape, 
despite heavy operating losses during 
recent years, as is evidenced by the last 
year-end balance sheet, when current 
assets equalled $14,389,602, including 
cash and marketable securities of $7,- 
579,849, as compared with current in- 
debtedness of $1,643,706. If you are 
willing to foregoing income for what 
will probably be a rather extended 
period, we believe that worth while ap- 
preciation of your holdings will accrue. 








Borg-Warner Makes 
Diversification Pay 


(Continued from page 410) 








decentralized operations in one com- 
mon field of metal fabrication, and the 
further advantage that the consolidated 
enterprise is stronger and more stable 
than could be any single division with 
a specialized line of products. 

Moreover, since the common theme 
is the fabrication of metals, the Borg- 
Warner expansion in non-automotive 
products is a natural development and 
not an untried venture. An organiza- 
tion experienced in the successful fabri- 
cation of clutches, transmissions, gears, 
timing chains and other such products 
is thoroughly at home in making high 
carbon and alloy steels, in re-rolling 
steels, such as used rails and railway car 
axles, into tubing and shapes for the 
farm implement and furniture indus- 
tries, into farm fence posts and struc- 
tural re-enforcement rods; in making 
plow steels, stainless steel sheets, beer 
barrels, axes, shovels, pressed steel 
wheels, agricultural flat and formed 
discs, industrial clutches, speed reducers 
and flexible couplings, reverse gears and 
transfer drives for marine engines; in 
making machinery, machine tools, com- 
mercial forgings; and in handling spe- 
cial machining contracts. 

From the above incomplete list of 


products it will be seen that Borg- 
Warner has a sizable stake not alone 
in the motor industry and in household 
appliances—although these two now 
contribute the bulk of volume and earn- 
ings—but also in the farm equipment 
field, in construction and in American 
industry generally. 

In addition the company holds a sub- 
stantial stock interest in the Marbo 
Products Corp., which is engaged in 
extensive experimental work in rubber 
hydrochloride and derivative products. 
Promising results have been obtained in 
a synthetic “rubber” and a wrapping 
material similar to cellophane. When 
and whether these products and other 
derivatives may become of commercial 
importance is wholly conjectural. Their 
yet unknown possibilities may be said 
to lend an additional speculative interest 
to Borg-Warner. 

The company’s financial position is 
stronger now than ever before. Its 
working capital is $17,379,321—as of 
the 1935 year-end balance sheet-—and 
this includes $9,069,703 in cash items. 
The property account, after deprecia- 
tion reserve of $13,692,800, is only 
$13,918,965 and hence is substantially 
exceeded by working capital, a highly 
desirable and liquid relationship. Sur- 
plus account totals $19,988,034. Ahead 
of the common stock the only obliga- 
tion is 20,000 shares of 7 per cent cum- 
ulative preferred stock. 

The divisions of Borg-Warner are 
the Borg & Beck Co., at Chicago; Borg- 
Warner International Corp., Chicago; 
Borg-Warner Service Parts Co., with 
branches in principal cities; Detroit 
Gear & Machine Co; Ingersoll Steel & 
Disc Co., of Chicago and New Castle, 
Ind.; Long Manufacturing Co., De- 
troit; Long Manufacturing Co., Ltd., 
Windsor, Canada; Marvel Carburetor 
Co., Flint., Mich.; Mechanics Universal 
Joint Co., Rockford, Ill.; Morse Chain 
Co., Detroit and Ithaca, N. Y.; Morse 
Chain Co., Ltd., Letchworth, England; 
Norge Corp., Detroit and Muskegon, 
Mich.; Rockford Drilling Machine Co., 
Rockford, Ill.; Warner Gear Co., 
Muncie, Ind., Wheeler-Schebler Car- 
buretor Co., Flint, Mich.; the Calumet 
Steel Co., Chicago, which was acquired 
last year; and the Detroit Vapor Stove 
Co. 

Assuming continuation of the major 
recovery trend, a larger dividend on the 
common stock can be considered a log: 
ical probability. During 1933, 1934 
and 1935 Borg-Warner distributed in 
dividends only some 37 per cent of net 
earnings. At the present dividend of 
$3 on the stock the distribution scarcely 
will exceed 50 per cent of probable 
1936 profits. 

While there is, of course, a wide pos- 
sible margin of error in estimating the 
net per share for this year, on the evi- 
dence to date we do not see how it 
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New Issue 





This announcement appears asa matter of record only and is under no circumstances lo be construed as an offering of these 

securilies for sale, or as an offer to buy, or asa solicitation of an offer to buy, any of such securities. The offeriny ts made only by 

the prospectus, dated July 14, 1936; the prospectus does not constitute an offering by any Principal Underwriter in any stale in 
which such Principal Underwriter is not qualified to act as a dealer or broker. 


$35,000,000 


Commercial Investment Trust Corporation 
312% Debentures, due July 1, 1951 


Price 10112% 


plus accrued interest from July 1, 1936 to date of delivery 


Copies of the prospectus may be obtained from any of the undersigned. The names of the several Principat 
Underwriters (as defined in the Federal Securities Act of 1933 as amended) in respect of the securities to which 
the prospectus relates, and the amounts which they severally have underwritten, subject to the conditions speci fied 
in the Underwriting Agreement, are set forth in the prospectus. Among such Principal Underwriters are: 


Dillon, Read & Co. 


Lazard Freres & Company 


Incorporated 


July 14, 1956 


Lehman Brothers 








could fall below $6—as compared with 
$5.89 last year—and unless American 
business goes into a more serious relapse 
during the second half of the year than 
we now anticipate these earnings could 
reach $6.75 a share. On either basis, 
taking into account the company’s 
strong working capital position, a divi- 
dend of at least $4 would seem to us 
conservative. 

This reasoning does not take into ac- 
count the possible influence of the new 
undistributed earnings tax. Had this 
tax been in effect in 1935, it would 
have cost Borg-Warner an additional 
$834,000, adding more than 80 per cent 
to its Federal income tax. Assuming 
this year’s net, before taxes, will ap- 
proximate $9,000,000 and assuming 
further that the present $3 dividend 
rate is continued, the surtax on undis- 
tributed earnings would be, roughly, 
$785,000 or about 20 per cent of the 
net income retained and equal to ap- 
proximately 63 cents per common share. 
That would be a heavy penalty to pay 
for further building up an already 
strong working capital and surplus 
position. 

On a $4 dividend, which may be 
forthcoming within a reasonable period, 
the stock at the present quotation would 
yield a return of approximately 5.3 per 
cent. 

No doubt the fast phase of recovery 
in the company’s earning power and in 
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the market price of its stock now lies 
behind us. Nevertheless, for longer 
retention we believe the equity pos- 
sesses genuine merit both for income 
and appreciation. 





Greyhound Corporation 
(Continued from page 423) 





franchises which it owns. Being one of 
the pioneers in the field, the company’s 
early acquisitions included some of the 
most profitable bus routes in the coun- 
try. 

With its routes extending through 
most of the states in the Union, the 
company is subject to a veritable maze 
of state regulation, speed laws, etc. Bus 
transportation has expanded faster than 
suitable and workable regulatory mea- 
sures could be enacted and no consid- 
erable confusion has occurred. For this 
reason, the executives of Greyhound 
and other leading bus companies feel 
that the placing of the industry under 
the jurisdiction of the I. C. C. as pro- 
vided by the Motor Carrier Act of 
1935 should ultimately bring order out 
of the present chaos of regulation. 

Greyhound has distinguished itself 
by the high degree of operating efh- 
ciency which has been developed under 


the experienced hand of President Carl 
Wickman. This factor, perhaps more 
than any other, enabled the company to 
emerge from the depression with only 
one year of unprofitable operations 
chalked up against it. That was in 
1932 and in that year the loss was only 
about $10,000. Up-to-date figures on 
the cost of operating Greyhound buses 
are not available, but on the basis of a 
survey made about two years ago, it 
was calculated that it cost approxi- 
mately 25 cents a mile per bus. This 
figure included everything—administra- 
tion costs, advertising, insurance, de- 
preciation, taxes and actual operating 
expenses. Coupled with the necessity 
of carefully controlling costs in order 
that the company may adhere to a low- 
rate schedule and still show a profit, the 
company’s management is faced with 
the problem of rising taxes. It is esti- 
mated that a large Greyhound bus pays 
around $1,500 a year in taxes, of which 
about half or more is on gasoline, the 
balance being made up of license fees 
and special taxes. This tax bill is cited 
by the company in refuting the accusa- 
tion that its buses use the public high- 
way free of taxes. 

Like almost every other industry, bus 
transportation is faced with rising costs 
and taxes. Although the company’s 
success in the past in meeting this situa- 
tion is a favorable criterion, the present 
prospect injects some doubt into the 
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probable trend of near-term earnings. 
New equipment now being placed into 
service is lighter and more economical 
and costs may be further pared in other 
directions, but until there is more con- 
crete evidence based on actual experi- 
ence, it will be safer to anticipate some 
restriction in the rate of earnings gain 
over the more immediate months, at 
least. 

Reverting again to the question of 
lower railroad fares in the East, the 
probabilities from the standpoint of 
Greyhound are supported by more solid 
ground. Actually, the lower fare sched- 
ules ordered in the East by the I. C. C. 
are less drastic from the standpoint of 
the potential traveler than is suggested 
by a simple comparison of present and 
former rates, when it is considered that 
all of the special excursions, week-end 
rates and round-trip rates have been 
largely eliminated. Formerly average 
rates on a Greyhound bus were about 
7) per cent of the railroad fare. Giv- 
ing effect to recent reductions the aver- 
age fare on the company’s buses is 
about 80 per cent of the lower rail 
schedule. 

The problem of meeting lowered rail 
fares is not a new one for Greyhound. 
Several years ago when passenger fares 
were reduced in the South and West, 
in some sections to as low as 114 cents 
a mile, the company met the reduction 
and was rewarded by a sizable increase 
in trafic. So were the railroads. From 
this experience, it would not be sur- 
prising if the same results were ob- 
tained in the East. Surely there is no 
reason for believing that if lower rates 
stimulate rail traffic, that they will not 
also stimulate bus travel. It has been 
estimated that if gross revenues of Grey- 
hound in its Eastern territory decline 
about 15 per cent as a result of reduced 
fares, an increase of about 7 per cent 
in gross for the company’s system as a 
whole will be sufficient to offset it. 

Capitalization of Greyhound at the 
present time, according to the 1935 con- 
solidated balance sheet, includes funded 
debt of $808,000 and 23,021 shares of 7 
per cent preferred stock, convertible into 
the common on the basis of three shares 
of common for each share of preferred. 
Common stock is outstanding in the 
amount of 597,947 shares, including 
16,000 shares to be issued under the 
company’s management compensation 
plan. The company has applied to the 
I. C. C. for permission to split the com- 
mon stock four-for-one. Financial posi- 
tion is fair and bank loans total $500,- 
000. 

Last year the company’s earnings, 
including equity in undivided net profit 
or loss from operations of afhliated, 
controlled and non-controlled compa- 
nies, amounted to $4,673,465, equiva- 
lent, after preferred dividend require- 
ments to $7.55 a share on the common. 
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This compares with $5.68 a share 
earned in 1934. Although revenues 
were higher in the first quarter this 
year net was lower owing to severe 
weather conditions and floods. As a 
consequence, profits were equal to only 
25 cents a share as compared with 41 
cents a share on a smaller number of 
shares in the same months of 1935. 
The company normally shows its larg- 
est earnings in the second and third 
quarters and with official intimations 
that gross has shown a consistent gain 
thus far this year, it is a fairly safe 
assumption that earnings will compare 
not unfavorably with last year’s show- 
ing. Dividends have been inaugurated 
on the common at the rate of $3.20 
annually. 

At prevailing quotations around 58 
the shares are selling about ten points 
above their low and substantially under 
their 1936 high of 8014. At these 
levels, such uncertainties as may be 
conceded to the more immediate out- 
look appear to have been more than 
discounted. 





Re-Appraising the Oils 
(Continued from page 417) 








doubt of the present situation in oil, 
because the outlook for oil during this 
year depends almost entirely on human 
behavior and the general ability of oil 
company executives to govern them- 
selves. It is in the belief that our oil 
men are rational human beings seeking 
a profit from operations that we recom- 
mend the purchase of oil securities at 
present by speculators as well as in- 
vestors. 
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A Long Upswing in Building 
Impends 
(Continued from page 407) 








tion programs would put tens of thou- 
sands of men back to work, largely in 
the turning out of durable goods such 
as result from construction demands, 
where all economists agree lies the 
necessity for a revival in order to bring 
about a return of economic security and 
prosperity. Perhaps one of the reasons 
that the Presidential campaign thus far 
has had little if any effect on construc- 
tion activities as well as other lines, is 
that we have been confronted with the 
same uncertainties involved in the 
fundamental issues before the people 
so long, we have become inured to 
them. 

Underneath the present conditions of 
uncertainty lies, no doubt, a real de- 
mand for new buildings of all descrip- 
tions. Buildings—indeed all structural 
facilities—have a way of wearing out. 
New needs of a growing and ever-shift- 
ing population must be met, too. Once 
this demand asserts itself completely we 
will again be back on the main highway 
towards industrial prosperity in which 
the construction industries will play 
their customary major part. We have 
already left the devious detours behind 
us. Indeed we are well on our way 
toward better days. 

Already stiffening rental scales and 
improving incomes have operated to 
awaken renewed interest in home-own- 
ership. Many additional speculative 
homebuilding operations are now being 
projected by operative builders. The 
whole process is one largely of conta- 
gion, purely localized improvement 
gradually giving way to the general. 

Multiple-family housing types, now 
only showing symptoms, should rather 
soon take on all of the characteristics 
evident in the small-house field, if the 
much heralded current recovery in the 
residential world is really genuinely 
founded. New money is still very slow 
to flow into multiple-family or apart- 
ment house types, although virtually a 
decade of continuous decline has oc- 
curred in this type of construction. 

Whether a broad reversal nears is 
difficult to determine, but the fact that 
a quantitative gain in volume occurred 
in 1935 over the previous year affords 
a basis for believing that better times 
are ahead for investment housing types, 
too. This is the case if due regard 1s 
given to the mounting pressure from 
accumulating moneys in the hands of 
life insurance companies and savings 
banks which, in the past, were impor- 
tant factors on the financial side of in- 
vestment building operations. 
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Broader Fluctuations on 
Smaller Volume 


(Continued from page 405) 








and dealers a summary of the possible 
effects would include: (1) A harder 
livelihood for the combination “$2- 
broker” and floor trader; (2) No ef- 
fect upon the out-and-out commission 
broker, and (3) A smaller volume of 
security transactions on the exchanges. 
To the country as a whole, the latter 
is by far the most important effect. 
Markets undoubtedly will appear thin- 
ner—that is more susceptible to broad 
price change on small volume—but 
whether indeed they actually will be 
so, as is thought by those who oppose 
SEC’s plans, or whether they will 
merely have the appearance of greater 
thinness with little if any loss of real 
liquidity as contended by SEC itself, 
only time and careful study will de- 
termine. 








Competition is the Life of 
Capitalism 


(Continued from page 403) 





exercise it. It is doubtful if under the 
Constitution we would give them this 
power. 

I have three proposals in answer. 
The first, and most important proposal, 
would tend to discourage the great size 
of corporations. When business activ- 
ity becomes concentrated in the hands 
cf a very small number of corporations, 
as is the case today, no regulation 
through anti-trust laws can hope to be 
effective. A tax, in addition to the 
regular corporation taxes, should be 
levied on the amount of profit a cor- 
poration has left after paying its op- 
crating expenses, but before interest 
and dividends are paid. This tax should 
start at about 2 per cent when this net 
eperating profit amounts to $3,000,000 
a year, and graduate upward to 50 per 
cent for those 25 or 30 corporations 
whose net capital return is over $50,- 
600,000 yearly. This imposition of 
such a tax would tend gradually to de- 
crease the size of huge business units 
which tend to eclipse law. 

The second proposal deals with Sec- 
tion 7 of the Clayton Act, which out- 
laws mergers and acquisitions of se- 
curities and assets of corporations 
where the effect would be to restrain 
trade. The language as it now stands 
is plain upon its face and seems strong 
enough to halt the disastrous trend 
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KINGS COUNTY 


Borough of BROOKLY. 


CAPITAL. .$500,000.00 





RESOURCES $0,5¢8,858.81 
Cash on Hand..........eseeeees 2,5 33, 358 ke 
Cash in Banks......ccsccccess ‘ 10,643,692.31 
U. S. Government Bonds........ 12,617 144.7 
N. Y. State and City Bonds.... bys 4 
h BONES. cccsccccvcsssecces ,637,425. 
sll re : x FREI ORS EE 1,010,887.08 


Bonds and Mortgages..........- 2,010,633.41 
Loans on Collateral, Demand and 
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Bills Purchased 
Real Estate 
Other Assets 


004,381.03 
283,025.7 
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| County Trust Company is a Member of 


TRUST COMPAN 


342, 344 and 346 FULTON STREET 


Statement at the close of business June 30, 1936 
SURPLUS. .$6,000,000.00 


UNDIVIDED PROFITS. .$168,000.00 
LIABILITIES 


$500,000.00 
6,000,000.00 
168,538.72 
41,663,085.97 
15,968.84 


Capital 
Surplus 
Undivided Profits 
Due Depositors 
Checks Certified 
Rebate on Loans and Bills Pur- 
Co Aras (re reer ice 
Reserves for Taxes, Expenses and 
Contingencies 
Officers’ Checks 


8,047.63 


378,386.09 
Outstanding.... : 


29,264.38 








$48, 763,291.63 


The Kings County Trust Company offers to its depositors every facility and accommoda- 
| tion known to modern banking. If you are not already availing yourself of the advantages 
| offered by this Institution, we shall be glad to have you open an account. 


The Kings 
the Federal Deposit Insurance Corporation. 























toward concentration of economic 
power. This language should be 
amended to restate what everyone 


thought it meant before the Supreme 
Court of the United States opened the 
door through which the corporation 
lawyers have been leading the larger 
corporations to escape entirely from 
its provisions. The expressed intention 
of Congress was nullified and Congress 
should reaffirm its position in such a 
way that even the Supreme Court can- 
not fail to see what is meant by its 
plain language. 

The third proposal is to prohibit use 
of the “basing point” method of pricing, 
whereby members of the steel, cement, 
lumber and dozens of other industries 
are able to fix prices so that customers 
must pay the same no matter from 
whom they buy. 

If price fixing is necessary to our 
economic life, then we should face the 
facts and know what we are getting 
into. I am not ready to believe that 
the American people are willing to 
abandon their fundamental business 
privileges. I am not ready to believe 
that the American people are yet will- 
ing so radically to change their form of 
government. Certainly, I will never 
believe that the people should have 
their form of government changed in 
this way without being fully aware of 
the processes which are bringing about 
the change. 
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Deep Into The Interests 
of REAL BUSINESSMEN 


By carrying its analyses of business 
and industry further than other pub- 
lications—down to the dollars and 
cents value of their securities—THE 
MaGazineE OF WALL Street reaches 
deep into the real interests of 
Businessmen. 


Doing so, it provides a superb me- 
dium for the advertising message of 
many a company. 
Is yours among them? 
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AND BUSINESS ANALYST 
90 Broad St. New York, N. Y. 
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New York Curb Exchange 














Active Issues 
Quotations as of Recent Date 





1936 
Price Range 
Recent 
Name and Dividend High Low Price 
Alum. Co. of Amer......... 152 87 126 
Amer. Cyanamid B (.60).... 4034 2914 33% 
Amer. Gas & Elec. (1.40)... 48334 3334 40% 
Amer. Lt. & Tr. (1.20)...... 25 17% 23% 
Atlas Corp. ({.40).......... 164% 11% 12 
Bower Roller Bearing (1).. 2944 20% 22 
= “ae 10% 15% 8% 


eee 13% 3 4% 


Cities Service Pfd.. > 414% 6% 
Colum. G. & E. cv. Pfd. (5). 114 93 107% 
Commonwealth Edison a: . 112 97 109 

Consol. Gas Balt. (3.60)... 9234 8&4 91% 
SSR RE 31 4 24 3034 
Creole Petroleum ({.20) . 3434 «19% 8687 


Doehler Die Casting. . 


$234 2734 3234 
Driver Harris (1)..... 39 F ‘og 


Elec. Bond & Share. 2515 15%, 23% 
Elec. Bond & Share Pid. (6). 87 743; 88 
Ex-Cell-O A. & T. (1.15)... 285g 141, 17% 
Ferro Enamel (.80) . 4014 283% oh 

Flintkote A (1). 45. «323; is 
Ford Mot. of Can. “A” (1.75) 983; 19° 193 
Glen Alden Coal (1)........ 18% 18% 144% 


1936 
Price Range 
————. Recent 
Name and Dividend High Low Price 
Hall Lamp ({.10).......... 834 5% 63% 
Gulf Oil of Pa. (1)......... 98 72 80 
Hudson Bay M. & S. (1).... 2834 2234 23% 
Hicmtee Oil (2)............-2 7614 «+57 64 
Imperial Oil (*.50)......... 2414 «20 21% 
Iron Fireman (1)........... 3144 2834 2634 
Jones & Laughlin.......... 44 30 32% 
Lake Shore Mines (*2)..... 60 51 5914 
Mueller Brass (.80)........ 35144 2314 32 
National Sugar Ref. (2)..... 30 23 2654 
New Jerse: zee < Di... BREE Be TT 
Newmont _- Sate 963; 744, 8334 
Niagara Sedona . 18% 73, 18% 
Niles-Bement-Pond_ poe ass 44 % 28'4 35 
Pan-Amer. Airways m. awe 663, 453, 53% 
Sige Mfg. (3) .. 3 a 55 71 
tts. Pl. Glass (*2) . ... 140 9814 12014 


Siciuaneianons (4)... .... 145% 117 134 
South Penn Oil (*114)...... 4014 3214 3834 
United Shoe Mach. (*214).. 90 83 89 

* Includes extras. { Paid last year. 

t Paid this year. 




















Investing by Industry 
(Continued from page 413) 








to maintain their old in proper repair. 
Now, however, with business volume 
on the upward trend there is being re- 
leased a pent-up demand for all kinds 
of tools and machinery. Also, a not- 
to-be-forgotten factor in the outlook for 
companies in this field is the disposition 
on the part of manufacturers to buy the 
most modern apparatus, because on 
the one hand of the strong tendency for 
wages to rise and, on the other, in 
order to minimize the effects of pos- 
sible labor disturbances. 





Speculations in Bonds 
(Continued from page 421) 





operating income was up $600,000 by 
comparison with May last year and for 
the five months the gain amounted to 
nearly $2,000,000. During this period 
the road would have been able to show 
a greater percentage of net to gross had 
it not been for the larger outlays for 
equipment rentals and increased op- 
erating costs as a result not only of 
higher wages, but flood damages sus- 
tained in the early months. 

Last year Southern covered better 


than 90 per cent of its fixed charges, as 
compared with 84 per cent coverage in 
1934. This year, however, the road 
will have the benefit of a larger move- 
ment of cotton and the increased activ- 
ity in the textile industry, and an en- 
larged demand for steel and lumber 
should be reflected not only in the 
movement of these products, but in mis- 
cellaneous products as well. Income 
will also be augmented by the increase 
in the Chicago, New Orleans, and 
Texas Pacific dividend from $8 to $10 
and the payment of a $2 extra, and the 
recent dividend of $1.50 declared by 
Alabama Great Southern will add 
$138,166 to Southern’s “other income.” 

In weathering the trying period just 
past, the road was aided by R F C loans 
and now appears to have fully dis- 
pelled the threat of insolvency. On 
April 30, last, current assets of more 
than $24,000,000 included cash of near- 
ly $7,000,000, and compared with cur- 
rent liabilities of $16,937,675. The 
road is indebted to the extent of $19,- 
345,664 to the RFC but there are no 
bank loans, and no maturities prior to 
1938. 

Total funded debt of the road 
amounts to $288,000,000 approximate- 
ly, giving it an unbalanced capital 
structure, and creating a heavy burden 
of fixed charges when traffic and rev- 
enues are restricted. However, with 
the security of the road apparently be- 
coming more assured each month, the 
possibilities for both a liberal yield and 
price appreciation offered by its funded 
obligations are worthy of consideration. 


The Refunding and General 62's 1956 
are issued under a junior mortgage but 
the bonds are well secured by their 
property equity and once the earnings 
have recovered to a point sufficient to 
provide normal coverage for interest 
charges they should sell substantially 
higher. Selling around 92, the bonds 
give a current yield not far from 7! 
per cent. 








Significant Foreign Events 
(Continued from page 415) 








contingents for the month of June 
alone, Congo copper, together with 
Congo tin and Congo cobalt, were 
allotted a total of 563 thousand marks. 
This is understating actual capacity 
since the quota allocated to Kantanga 
mines had been reduced 30 per cent in 
1935, curtailing actual output to 110 
thousand tons. 

Tin production fell likewise under 
the restrictions of international agree- 
ment. Far from being a menace to 
American industry, Congo tin shines 
like a bright star on a dark continent. 
When the United States attempted to 
operate tin refining plants, certain 
European manipulators drove down the 
prices of tin—wiped out the profits of 
the infant industry. The result—the 
United States imported only one hun- 
dred thousand dollars worth of tin ore 
in 1935, as against 70 million dollars 
of refined tin in various forms. Should 
capital be found for again sponsoring 
the industry in the United States, 
Congo tin offers a new and possibly 
unfettered source of supply. Even if 
Belgium submits docilely to the inter- 
national restrictions imposed, this new 
increase in the world supply must in- 
variably entail lower tin prices and 
hence benefit indirectly American con- 
suming industries. 





For Profit and Income 
(Continued from page 419) 





this year to establish a new high record 
of $5,209,783,428. Over the same pe- 
riod depositors gained 51,000 to a num- 
ber just short of 6,000,000. This, it 
should be stressed, is just one state. 
Once let tampering with business, se- 
curities, or currency ever reach the 
point where it begins to hit savings 
bank depositors in an obvious manner 
and the political advocates of such tam- 
pering will find themselves in a rough: 
house such as they never thought pos- 
sible. 
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Happening in Washington 
(Continued from page 399) 








Latest attack on profits system 
being made by the Administration is 
pushing idea of consumer cooperatives. 
Much will be heard on this during fall. 
President Roosevelt suddenly pounced 
on scheme and sent three men to Swe- 
den to study it there, none of whom are 
familiar with subject. Agriculture De- 
partment, sponsor of farm co-ops, 
jumped into the breach and got belated 
authority to send three experts on the 
next ship to serve as advisors to Presi- 
dent’s commission, hoping to keep Ad- 
ministration from running wild. 


Full story of bankruptcy of Farm- 
ers National Grain Corporation has 
not been told. Details closely guarded 
in Washington. Reflects unpleasantly on 
both Hoover Farm Board which started 
it and Roosevelt Farm Credit Ad- 
ministration which has now refinanced 
it for third time. Recent virtual bank- 
tuptcy leaves FCA holding bag in 
form of bad assets and permits the cor- 
poration to start anew with clean slate 
and only good assets. Total loss to 
Government estimated as high as $14,- 
000,000. 

Increase in already considerable 
movement of banks to retire capital 
stock and notes sold RFC two and 
three years ago will be noted when first 
partial maturities come due starting in 
August. Banks have already retired 
one-fourth of total such stock in ad- 
vance of due dates, thus getting out 
from government ownership and 
danger of control. RFC _ warns 
against too rapid repayment unless ade- 
quate private capital can be substituted 
to maintain proper ratio between capi- 
tal and deposits. 


Inter - departmental squabbles 
are delaying issuance of regulations un- 
der Walsh-Healey government con- 
tracts act (effective September 30). 
Bone of contention is provision that 
act does not apply to purchases which 
may usually be bought in open market. 
Government purchasing agents say this 
means such common things as gasoline, 
tires, cars, pencils, etc., which while 
bought on Federal specifications, are not 
made to order for the Government, thus 
confining law to relatively few articles 
used by Government alone. Labor De- 
partment which administers the law, 
backed by labor unions, wants to inter- 
pret open market as small emergency 
purchases when time prevents competi- 
tive bidding, thus applying law to 
practically everything. 

Lack of enforcement funds will pre- 
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(ovmercraL JwvestmenT [RUST 


CORPORATION 


NOTICE OF REDEMPTION OF ALL 


52% Convertible Debentures (due February 1, 1949) 
on September 1, 1936. 


To holders of 5%% Convertible Debentures of Commercial In- 
vestment Trust Corporation, issued under an Indenture, dated 
as of February 1, 1929, between Commercial Investment Trust 
Corporation and The Chase National Bank of the City of New 


York, as Trustee. 


| phieag is hereby given that, in accordance with Article Second 
of the above mentioned Indenture, Commercial Investment 
Trust Corporation haselected toand will redeem, on September 1, 1936, 
allofits then outstanding 5 14% Convertible Debentures, due February 
1, 1949, by paying in cash for each of said Debentures a sum equal 
to 110% of the principal amount thereof, together with interest 
accrued on such principal amount to the date of redemption. Pay- 
ment for said Debentures will be made at the principal office of 
Dillon, Read & Co., Paying Agent, 28 Nassau Street, Borough of 
Manhattan, New York, N. Y., upon presentation and surrender 
thereof on or after the redemption date, with all interest coupons 
attached maturing after said redemption date. On and from said 
redemption date, the interest on said Debentures will cease to 
accrue. Interest due August 1, 1936 on said Debentures will be paid 
in the ordinary manner, on surrender of the coupon for such interest. 


Debentures registered as to principal must be accompanied by 
proper instruments of assignment and transfer duly executed in 


blank. 
By Order of the Board of Directors. S. B. ECKER, Secretary 
Commercial Investment 
Trust Corporation 


Dated: July 14, 1936. 
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Active Issues 


Quotations as of Recent Date 


BANK AND TRUST COMPANIES INSURANCE COMPANIES—(Continued) 
Bid Asked Bid Aasked 
Manwere (BO). s..65.<.<.5 Seria Galore 6216 6414 Hanover F. (1.60)... , acne =O 3814 
Bank of Manhattan (1!4).. : 2814 293, Hartford Fire (2)....... .. 2% 1514 
Bank of N. Y. & Trust (14)....... 498 503 SES tie eee 37 
Central Hanover (4)....... a. 127 National Fire (2)...... : . 694 7216 
pel Pe | eee Meson . 44lo 4616 Phoenix (*2's).. ree ... 84% 8814 
MOIPONIMON CEMIO) ones s cece enews . 59 61 Sun Life Can... ee: 470 
Ares reine 3815 4016 Travelers (16) : ... 561 578 
Corn Buchamee (6). .... 2.0.00. 6434 6554 United States Fire (1.80) .. . 806 5216 
OS Seer 24 Westchester F, (*1.40).......... 34 36 
First National (100)............. 1950 1990 
eee 2) | ee | 312 INVESTMENT TRUSTS SHARES 
Irving Trust (.60) . CRA ea 15 16 + “ 3 
Lawyers Trust (2.40)............ 48 51 ge og RE ae —_ 
Manufacturers (*1.50)........... 47 49 Bullock Fund any oe ae 177% 1934 
New York (5)....... <assea nee 128 Corporate Trust rye et aan Sie 3.27 
United States Trust (*70)........1905 1955 Fidelity Fund .. mS -.. 26.98 29.06 
Incorporated Investors... . 23.00 24.73 
INSURANCE COMPANIES Maryland Fund......... a Eee ea =e 
i ee ‘ Massachusetts Invest. . . atceirae .34 .95 
oe _ nd rx et Ce + 34K No. Amer. Trust Shares 1958... 3.35 ERY 
Carolina (*1.20).........0.00006. 2815 30 Quarterly Income Shares........ 1.65 1.82 
Glens Falls (1.60)........ ce ee 414 Spencer Trask Fund............. 20.28 21.11 
Globe & Rutgers................ 4834 474 Uselps Voting Shares............ 1.20 1.28 
Great American (*1.20).......... 28'¢ 30 * Includes extras. 
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You Can Be Among the First 
To Have This Important Book 


In all markets you will want to 
have a copy of this handbook— 
to consult it frequently—as the 
market action of these stocks 
provides an indicator to the 
trend of prices generally. 


The Magazine of Wall Street’s 


New 1936 Handbook 
of the 
50 Most Active Stocks 


Six of these stocks are selling 
under $5 a share—five be- 
tween $5 and $10—seventeen 
between $10 and $20 a 


share. Information includes— 


1—The nature of business and prospects. 


2—Financial structure—the number of shares 
issued—the number outstanding—indicat- 
ing vulnerability and marketability. 


3—The ticker symbol. 


4—Six year earning record—and earnings 
prospects. 


5—The dividend record since 
dividend prospects. 


1929—and 


6—The ratio of times earnings to the price 
per share prevailing over the past six 
years. 


Because of the cost of compila- 
tion and publication, we are 
justified in including the “New 
1936 Handbook of the 50 Most 
Active Stocks”—only with semi- 
yearly and yearly subscriptions. 
You can secure your copy by 


The 1936 Handboo}, 
of the 
50 Most Active Stocks 


T Compiled by 
HE MaGazing 
OF WALL Stregr 


4 nalysts 


taking advantage of the special 
coupon below. 


Either of these subscriptions en- 
titles you to the full privileges of 
our Personal Service Department 
—enables you to write or wire 
for impartial information on as 
many as three listed stocks or 
bonds and as often as reasonably 
required. 


This enables you to personalize 
the work of THE MacazinE OF 
Watt STREET to meet your par- 
ticular requirements—and, as in 
the case of many new subscribers, 
this service alone might easily be 
worth many times the cost of a 
year’s subscription. 


Mail This Coupon Today 





The Magazine of Wall Street 
90 Broad Street, New York 





Enter my subscription, as checked below, and send me “The New 1936 Hand- 
book of the 50 Most Active Stocks” immediately on publication. 

(] The Magazine of Wall Street, 6 months............ $3.75 

_] The Magazine of Wall Street. 1 year 50 


On Foreign Subscriptions, postage is $1 a year additional. 


| 











| foreign trade control system. 


vent Labor Department sending inspec- 
tors into hundreds of plants to check: 
compliance, so in large measure en- 
forcement may rest on good faith of | 
contractor except where employees” 
kick. Labor leaders, however, will see’ 
that kicks are made. 

Organized labor considers Walsh- 
Healey bill simply the camel’s nose un- 
der the tent. Next Congress they ex- 
pect will greatly enlarge and expand it, 
plugging loopholes which may develop 
meanwhile, and use it to force 40-hour 
week and minimum wage regulations 
on practically all industry. 

Never to be forgotten in connection 
with Walsh-Healey bill and every other 
Washington happening that affects 
business is that President Roosevelt has 
never abandoned the idea that NRA 
was a good thing. He is backed in this 
by organized labor and his coterie of 
hberal personal advisers. They seek 


| to revive NRA in some form when 


ever possible. 


German efforts to revoke U. §. 
countervailing duties are not expected 
to get far unless Germany alters her 
Our 
Treasury says German exchange con- 
trol constitutes export subsidy, so im- 
posed countervailing duties on Ger- 
man shipments here. Reich trade dele- 
gation now in Washington trying to ex- 
plain that system is not a subsidy, hop- 
ing for removal of countervailing duties 
and possibly new commercial treaty or 
reciprocal trade agreement. State and 
Treasury officials are not impressed. 
German system of bi-lateral trade bal- 
ancing is directly contrary to Hull trade 
philosophy. 


Retired Comptroller General 
McCarl is being watched by both 
friends and foes of Administration. He 
has offered to help Byrd committee 
study government reorganization and 
economy. Rumored he may turn loose a 
blast on New Deal spending methods 
now his official gag is off. Administra- 
tion may try to keep him friendly by 
offering some new Federal job. 


Tugwell has been thwarted again. 
Cut in funds and failure of Resettlement 
program to work out as well as planned 
caused the Doctor to look for new 
worlds to conquer, so he proposed to 
take the Northwest drought under his 
wing. Now that drought has become 
national story, Wallace and Hopkins 
have assumed command and Rex takes 
a back seat. 








For Features to Appear 
in the Next Issue 
See Page 391 


——— 








When doing business with our advertisers kindly mention THE MAGAZINE OF WALL STREET 
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